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LEGISLATIVE ASSEMBLY.

Thursday, 26th March, 1936.

The Assembly met in the Assembly Chamber of the Council House at
Elcven of the Clock, Mr. President (The Honourable Sir Abdur Rahim)
in the Chair.

MEMBERS SWORN.

Sir Bryce Chudleigh Burt, Kt., C.I.LE., M.B.E., M.L.A. (Govern-
ment of India: Nominated Official); and

Dr. John Matthai, C.I.LE., M.L.A. (Government of India: Nomi-
nated Official).

SHORT NOTICE QUESTION, AND ANSWER.
Granp TrunNk ExprEss TrRAIN FRoM DELHI To MADRAS.

-Mr. M. Ananthasayanam Ayyangar: (a) Is there any proposal at pre-
sent to discontinue the running of the Grand Trunk Express train from
Delhi to Madras in the near future? If so, on what grounds?

(b) Are Government aware that this is the only convenient service or
train betwecen Delhi and Madras and also between Delhi and Nagpur and
Nagpur and Madras?

(c) Will Government state what amount, if any, they estimate to save
by discontinuing this service ?

(d) Will Government state how long this service has been in exist-
ence and whether in fact in the beginning the service extended from
Peshawar to Mangalore ?

(e) Will Government state if there are any other single services on
any of the other railways—besides the strategic railways—which run at
a loss, say, the ‘‘Deccan Queen’’ or any of the mail trains on the other
railways, and if so, whether there is any proposal to abolish any of
those services?

(f) Are Government aware that in fact there heve been repeated de-
mands in the past for speeding up the train service to that of other mail
trains in Northern India ?

(g) Do Government propose to consider the desirability of lowering the
third and intermediate class fares by this train, so as to make it-more
popular and more paying?

.(h) Will Government state what their object was in providing through
railway communication if they are not going t> run even one fast train
on it, connecting the various important places on the line?

The Honourable Sir Muhammad Zafrullah Khan: (a) There is no such

proposal.
(3289 ) A
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(b) to (h;;:.,?Po not arise.

Mr. M Ananthasayanam Ayyangar: As regards part (f), are Govern-
ment aware of the fact that there have been repeated demands in the
past for speeding up this train to the level of other mail trains, in
Northern India, and is the Honourable .Member aware that,. while it
takes only 24 hours for a distance of 900 miles between Calcutta and
Delhi, it takes & full two days for 1,800 miles between Madras and
Delhi ?

The Honourable Sir Muhammad Zatrullah Khan: If the Honourable
Member means that the Grand Trunk Express does not run as fast s
some of the mail trains between Delhi and other places, that is correct;
but the difficulty is, it has to run over so many sections and it has %o
make 80 many connections and also to-lgave so much margin for other
fast trains between Delhi and Agra and Htarsi and other places, that it
has not been found practicable to run it any faster.

Mr, Sami Vencatachelam Chetty: Is there any proposal to increase
the time taken by the Grand Trunk Express from Madras to Delhi?

The Honourable Sir Muhammad Zafrullah Khan: If the question is
whether under the new time table, the time taken by this train will be
more than that taken at present, I shall require notice of that question.

Prof, N. G. Ranga: Will Government consider the advisability of lower-
ing the rates for third and intermediate class passengers travelling by this
train ?

The Honourable Sir Muhammad Zatrullah Khan: I am afraid Govern-
ment cannot consider a proposal to reduce fares by a particular train:
the question is, what the fares are on different sections on this route.

MOTION RE APPOINTMENT OF A COMMITTEE TO EXAMINE
THE WORKING OF THE OTTAWA TRADE AGRBEEMENT.

Mr. President (The Honourable Sir Abdur Rahim): It has been ar-
ranged among the Leaders of Parties in the Assembly that there should
be a time-limit for speeches on this debate and it is generally agreed
that the Honourable the Mover of this motion may require about an hour
and that the other Members who want to speak in this debate will have
twenty minutes each, subject to the usual discretion in the Chair.

The Honourable Sir Muhammad Zafrullah Khan (Member for Com-
merce and Railways): 8Sir, I beg to move:

“That, in accordance with the recommendation of the Committee referred to in
the Resolution adopted by this Assembtly on the 6th December, 1932, a Commitice
of this Assembly consisting of the Honourable Sir Frank Noyce, Sir Girja Shankar
Bajpai, Mr. F. E. James, Sir H. P. Mody. Mr. K. L. Gauba, 8ir Abdul Halim
Ghuznavi, and the Mover Le constituted to examine the working of the Trade Agree-
ment concladed at Ottawa on the 20th August, 1932, between His Majesty’s Govern-
ment in the Unitad Kingdom and the Government of India, and to report to the
House therecn'. :
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&i}', before I go on to deal with the subject of this motion, I may
explain with regard to the constitution of the Committee that up to this
stage it has not been found possible to persuade the Congress Party to
give names to serve/on the Committee in case the House decides to set
up a Committee; and also with regard to one other group it has not been
possible so far to ascertain whether any names would be forthcoming, and
that, therefore, it is possible that at ilater stage I might have to move,
if I am in that position, for the addftion of a name or names to the
Committee.

Now, 8ir, the motion that I have just moved arises out of an obliga-
tion undertaken by Government to bring up the /working of the Ottawa
Trade Agreement between His Majesty’'s Goverument in the United
Kingdom and the Government of India for the consideration of this
House after the expiry of three years from the date on which that Agree-
ment came into operation.

Before I go or{fo offer any observations upon the general working
of the Agreement itself, I think it would be of some service to the Fouse
if I gave a brief history of the circumstances under which the Ottaww
Agreement came into being. There can be no doubt?that those Honour-
able Members who have studied the matter intensively must be fully
familiar with all the circumstances and the steps leading up to the sign-
ing of the Ottawa Agreement. Nevertheless, I think there may be some
Honourable Members of this House to whom it{would be of advantage to
have the setting of that Trade Agreement before them. Now, the ques-
tion of trade preferences within the Empire is not a question that was
started for the first time in 1932. As a matter of fact, as early as 1903'
the question had been mooted and since 1919 His Majesty’s Govern-
ment in the United Kingdom have been willing actively to consider the
question, and, as a matter of fact, since 1919 India along with the Domi-
nions had enjoyed a certain amount of preference with regard/{to certain
commodities, for instance, coffee, fruit, silk, and tea up to 1929. The
attitude of the Government of India towards such schemes prior to 1930
had been that before they considered any of these questions in a con-
crete form they wanted to be quite[sure as to the kind of nositive bene-
fit that might result to India' from the adoption of any such scheme, and,
inasmuch as before 1931, or to be more accurate, before 1932, India
automatically and unconditionally enjoyed any vpreferences that were
granted to the Dominions [by the United Kingdom, the Government of
India did not feel called upon to consider the question from close quar-
ters, and their view was that, unless concrete proposals were put befors
them for their examination, it was not for them to initiate discussions
on these|matters. The question was, however, taken up in a conercte
form in the Imperial Conference of 1930, and in that Qonfercnce the
attitude of the Government of India was described by Sir Geoffrey Cor-

bett in the following words:

«India is ready to consider favourably a]lﬁ schemes designed to encourage the
devellct:gnent of tra.«sl’e with all other countries of the British Commonwealth. but she
.is not prepared to depart from her present policv of diseriminating protection hich
indeed, as I have explained, seems to us to fulfil the conditions of rationalised Jpro-
tection about which we hear so much. We are unable, there_fore. to commit oursélves
to any general scheme of tariff preference before the Empire, but we must reserve

complete freedom to deal with each case as it arises'’. 2
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Well, now, the 1930 Imperial Conference found’iﬁ;impossible within
the time at their disposal to consider the details of any such scheme. 1t
was, therefore, decided that the economic section of that Conference
should assemble within the space of twelve months at Ottawa tc con-
sider the details of such a scheme.| It was not found possible to conven+
that Conference within 12 months of the Imperial Conference, as the
House is aware that, during the course of 1931, several economic and
monetary problems arose for consideration in the United Kingdom as well
a8 in the Dominionsfland in India which made it difficult for the repre-
sentatives of the different parts of the Empire to meet together for the
purposes of such a conference. The conference was, therefore, post-
poned till 1932., Between the Imperial Conference of 1930 and the as-
sembling of thd Conference at Ottawa something had happened in the
United Kingdom which gave an entirely new orientation to this question.
As I have said, the attitude of the Government of India previcus to
1931 had been that, unless there was some positive benefit to be deriveq’_ _
from their becoming parties to such a scheme, it was not necessary for
them to consider any such scheme. In 1931 the National Government
came in in England, and the whole economic policy of England under-
went a radical change. The free trade policy had, Junder the stress cf
circumstances, to be abandoned, and a definite scheme of tdriffs was
brought in, and, by April, 1932, an Act had been passed in the United
Kingdom called the Import Duties Act which gave effect to that general
scheme of tariffs. Nowjthe position before that Act had been passed was
that a certain number of commodities were subject to tariffs either for
revenue purposes or for the purpose of safeguarding particular industries,
and all other commodities entered the United Kingdom free. Generally
speaking, the effect of!the Import Duties Act was to subject almost every
commodity,—as a mafter of fact, all commodities except those set out in
Schedule I to the Act to a tariff, but, so far as the Dominions and
India were concerned, section 4 of that Act{made provision that up to
the 15th of November, 1932, commodities which had so far entered frea

om the Dominions and India into the United Kingdom should continu:

‘/;; enter free, and that after the 15th November, 1932, it would be open
to His Majesty'sZGovemment to make orders in Council for the extension
of these exemptibns. And when this Act was*enforced in April, 1932, it
was made clear that in the case of Indig as well as of the Dominions,
these exemptions would be confinued after the 15th November,/ 19382, in
case agreements were arrived at between the United Kingdom #nd India
and any of the Dominions, so that, by the time that India had to de-
cide whether it should or it should not take part in the Ottawa Confer-
ence, as 1 have said,‘ the situation had radically changed. It was no>
longer a question of India continuing unconditionally and automatically
to enjoy the preferences in respect of a few articles that it had been en-
joying up to the time the Import Duties Act was put into force./ The
question was whether India should go forward, take part in this Confer-
ence and see whether an Agreement, mutually beneficial to the United
Kingdom and India, could or could not be arrived at, or to keep alocf
and lose the preferenge that it enjoyed at Jthat time, and also lose all
the benefits of free entry which it had up t4 that time and be placed in a
position of disadvantage not only in regard to some of the commodities
a8 against the United Kingdom, but also with regard tojfall commodities
as against the Dominions, and it must bp remembered that, with regard
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to several of these commodities, the Dominions are active competitors
with India so far as their trade with the United Kingdom is concerned.
That being the position, the Government came t.oIi:he decision that it
would be extremely unwise to keep out of the Conference and that,
therefore, a delegation should be sent to the Conference to make an at-
tempt to come to some agreement with the United Kingdom on the lines
that I have mentioned. This delegation? which consisted of Sir Atul
Chatterjee as the Leader, and Mr. (now' 8ir) Shanmukham Chetty, Sir
Padamji Ginwala, Seth Haji Abdoola Haroon, Sahibzada Abdus Samad
Khan and Sir George Rainy as members, was nominated by the Governor
General with the consent of the Secretary 0;1 State to take part in
the Ottawa Conference. Preliminary discussions took place in the monthe
of May and June in England and in July the Conference started in
Ottawa, and as the result of those discussions, what is now known as
the Ottawa TradefJAgreement was signed between the representatives of
the United Kingdom and the representatives of the Government of Inaia
on the 20th August, 1932.

Briefly, the scheme of the Agreement is this. As I have explained, up
to the passing of the Import Duties Act, afvery large range of commao-
dities, as a matter of fact, all commodities With very few exceptions were
entitled to free entry into the United Kingdom. Out of those commo-
dities, a few would still continue to enter the United Kingdom free,
whether India came into any[such scheme or not. Those are the com-
modities, small in number, ich are entered in Schedule I to the Im-
port Duties Aet. With regard to the remainder, any Dominion that did

not come into the scheme would lose the right of free entry. Article 11

of the Otiawa Agreement secures the right of free entry of those articles
into the United Kingdom. That is the first provision, and I might pause
here for a moment to stress the importance of that provision. With re-
gard to the other preferences, the positionffis this. India secured prefer-
ences for certain commodities as against foreign countries, that is to say,
Indian goods entering United Kingdom would be at an advantage to the
extent of the preference as against goods of foreign countries. But under
this Article, India secured alposition of equality with the products of the
United Kingdom itself in"the United Kingdom. I might, at this stage,
name a few of the commodities, mostly manufactured or semi-manufac-
tured, with regard to which this right of free entry has been of real
value and}benefit to India, and cont’nues to be of ‘benefit to India, in
many cases, at a progressive rate. These commodities are, jute manu-
factures, woollen carpets, cotton manufactures, finished leather, unfinished
leather, pig iron, coir manufactures, granite setts used for flooring, mag-
nesium chloride, and sportd goods. With regard to these commodities,
the position is this—take, for instance, sports goods manufactured in
India, these enter the United Kingdom free of duty; sports goods manu-
factured in the United Kingdom, whcn entering India, have to pay a
duty of 50 per centf) | Apart from the scale of the duty which differs with
regard to different modities, that mighs be said to be generally true
- with regard to the other commodities that I have .mentioned: for instance,
woollen carnets from India enter the United Kingdom free, while car-
pets from England have to pay a duty when they enter India.  That
was the first benefit secured to Indis, which, if the Agreement had not
been entered into, India would have lost entirely.
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The next is that certain preferences were secured for eommodities
entering the United Kingdom from India, as against the same commodi-
ties coming from foreign countries, and those are set out in Schedules A,
B and C to the Trade Agreement. With .regard to Schedule A com-
modities, certain scales of duties were fixed to which foreign goods would
be subjected. Most of those commodities would otherwise ecome in at
the usual rate of duty. With regard to Schedule B commodities,—as a
matter of fact, the only commodity put into Schedule B was coffee—a
certain preference was agreed to be given, that is to say, whatever rate
of duty was imposed upon foreign coffee, the difference between the rate
for Indian coffee and foreign coffee would be 9s. 4d. per ewt., which
works out as & preference at the rate of a penny a pound. With regard
to Schedule C articles, the scheme was that the existing range of prefer-
ence was guaranteed. It would be open to the United Kingdom to im-
pose any rates of duties on foreign goods so long as the range of duties
left a difference, between the duties imposed upon foreign goods and those
imported from India, corresponding to the margin that then existed.
Then, with regard to tobacco, for a period of ten years the then existing
preference 2s. 3d. a pound was continued and it was provided that, if
&t any time the duty on tobacco went below 2s. 3d., the margin of pre-
ference would then operate to the full extent of the duty, but, so long as
the duty remained above this limit, the margin of the preferenc> would
be 2s. §d. 'With regard to certain articles of which India was the chief
exporter to the United Kingdom, it was agreed that those articles would
be admitted free of duty to the United Kingdom, it did not matter from
which sources they came. And the reason for the differentiation was
this. India was the principal supplier of these commodities. Wherever
India had obtained a preference it was a necessary condition that the
goods exported to the United Kingdom should comply with the definition
of Empire Origin, to be vouched for by means of certain certificates, and
8o on, to the British Customs Authorities that the goods were of Empirs
Origin. In the case of a commodity which was placed in Schedule D,
these instructions would not apply. This was done at the request of
the Indian Delegation. On the other hand, with regard to commoditice
entered in Schedule F, the United Kingdom were granted a certain ranga
of preference—with regard to a very large majority of this, ten per
cent., and with regard to some, mostly motor cars and motor accessories,
a preference of 7} per cent. With regard to certain other commodities,
a very small number, it was agreed that such of them as were not made
the subject matter of protective duties by the Indian Tariff Board would
obtain preference in India; the preference is specified again, generally,
ten per cent. It was then agreed by Article 8 that His Majesty's
Government in the United Kingdom would lend their support to any
scheme formulated for the purpose of promoting the consumption of In-
dian eotton in the United Kingdom, whether by way of research, or im-
proved methods of marketing, etc. Finally, there were provisions for ex-
tending the preferences to the Colonial Empire, and there was a provi-
sion in clause 14 that the Agreement was subject to terminahion on either
side by six months’ notice. That is to say, there was no period fixed
in the Agreement itself after which it must automatically come to an
end or before which it must be renewed. but it was left to either party
to' terminate it by six months’ notice. There was also a provision mado
that, if at any time it became necessary to make an alteration in thess

I
!
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duties by either side on considerations which applied only to those com-
modities, notice should be given to the other side and if within six
months no agreement could be reached, a further notice of six months
of the change contemplated should be given and the change carried into
effect. It was also agreed that if either party granted any further pre-
ferences with regard to the articles in Schedule C to the Dominions, then
the same would automatically apply to the United Kingdom or India as
the case may be. Now, as I have said, this agreement was arrived at
between the representatives of the United Kingdom and the representa-
tives of the Government of India and was signed at Ottawa on the 20th
August, 1932. In announcing the decision of the Government of India
to send a delegation to Ottawa, Sir George Rainy had said:

“If the conclusion of a Trade Agreement recommended as a result of the Con-
ference any changes in the tariff which it might involve will be duly placed before
the Legislature for its approval. The Government of India have no wish to put
any such changes into effect unless the Legislature is satisfied that they are in the
best interests of India”.

In pursuance of this Agreement, nct only the contemplated changes
in the tariffs which might result from this agreement but the whol«
Agreement was put before the Indian Legislature for its approval and my
predecessor, Sir Joseph Bhore, moved a Resolution in the Assembly on
the 7th November, 1932, for the acceptance of the Agreement A Com-
mittee was set up on the 10th November, 1932, to consider the Agree-
ment and as a result of the Report of that Committee on the 6th Decem-
ber, 1932, a Resolution was adoptcd by the Assembly approving of the
Trade Agreement and asking the Government to take such steps as may
be necessary to give effect to it. The Resolution ran thus:

‘“T'hat this Assembly, accepting the Trade Agreement made by the Government of
India with His Majesty’s Government in the United Kingdom, which was signed
at Ottawa on the 20th August, 1932, and the Supplementary Agreement regarding iron
and steel contained in the correspondence between Sir George Rainy and Sir Horace
Wilson, dated the 22nd September, 1932, and approving the Report of the Com-
mittee set up by this Assembly on the 10th November, recommends to the Governor
General in Council that he do introduce in the Indian Legislature at the earliest
possible moment such legislative. measures as may be necessary to give effect to the
agreements in question, and further that he do give effect to the recommendations of
the said Committee. :

In pursuance of this Resolution, a Tariff Amendment Bill was intro-
duced on the 7th December, 1932, and the Bill was duly passed into
law and took effect from the 1st January, 1938. Another recommendation
of this Committee which had been set up to examine the Ottawa Agreement
by the Assembly was to the following effect:

‘““We further recommend that on the expiry of three years from the date on which
the preferences given by the Agreement become operative, the Government should
place before the Legislative Assembly a detailed report on the course of the import
and export trade in the commodities covered by the preferential rates of duty and
that they should undertake to give the notice of denunciation required by Article 14
of the Agreement if the Legislative Assembly after considering the report is satisfied
that the continuance of the Agreement is not in the interests of India. We wish to
add that the Government of India’s right to givs notice at any time of denunciation
of thc Agreement is not affected by this recommendation’.

Ac T have said. the Agreement itself specified no period and it is in
pursuance of this recommendation of the Committee that I have moved
this motion this morning that the working of the Ottawa Trade Agreement
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preferences may be examined in committee and that the Committee should
report thereon. Now, one of the obligations laid upon the Government
of India by the Committee of 1952 was to place full figures with regard
to the export and import of the articles covered by the Trade Agreement
nefore the House at the end of the three years period of the Agreement’s
working. I believe it was in reply to Mr. Vissanji’s question during the
last Budget Sescion that Sir Joseph Bhore explained that, by the time
of the present Budget Session, it would not be possible to supply the full
figures for the three years, inasmuch as, with regard to several of these
items, figures have to be completed by the help of statistics obtained
from the United Kingdom, but that Government would do whatever they
could to supply the figures up to as late a period as possible, and those
figures have been supplied in the form of two volumes dealing with the
years 1933-34 and 1934-35 and a supplementary statement bringing the
figures, so far as it was possible to do so, up to October, 1935, have since
been supplied. They must be on the table of Honourable Members, so
that to that extent the obligation that was undertaken by Government
has been discharged. As I have explained, it was not possible in the
nature of things to supply the full figures for the three years, but Govern-
ment have supplied figures up to as late a period as was possible for
them to supply.

The question might well arise as to what is the best or the most suit-
able method by which the working of the Ottawa Trade Agreement might
be considered by this House. Before I go on to offer any observations
with regard to the best method- of considering and reviewing the working
of this Trade Agreement, may 1 make this one remark. With regard to
several matters, a complaint has been made or expression has been given
to the feeling that, however seriously the House might consider a problem,
there was always a sense of unreality relating to the proceedings of this
House, inasmuch as, with regard o most matters of importance, the final
decision rests with an executive which is not responsible to the House and
which is not removable by the House when it fails to carry out any
decision of the House.

Mr. M. Asaf Ali (Delhi: General): It is not responsive either.

The Honourable Sir Muhammad Zafrullah Khan: I am not summing
up the criticism in thai respect. I am merely indicating that it is the
ieeling with regard to many matters that come up for discussion before
this House. With regard to this particular matter, I may observe that,
as the House is already aware, having regard to the proceedings that have
taken place previously in connection with the Ottawa Trade Agreement
and having regard to the undertakings given bv Government {that the
House is responsible so far as the question of this Trade Agreement is
concerned and that Government is responsible to“the House with regard
to this Trade Agreement in the sense that Government have undertaken
that, in case the House comes to a decision after reviewing the working
of this Agreement for the first three years that the Agreement is not in
the interests of India and it calls upon the Government to give notice
of termiration under Article 14, the Government would be bound to give
such notice.
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An Honourable Member: Thank you very much.

The Honourable Sir Muhammad Zatrullah Khan: That being so, I
would make an earnest appeal to the House that, having regard to the
volume of India’s trade which would bhe affected by any decision of the
House one way or the other, the House would consider all aspects of the
question most carefully before it recorded any decision with regard to the
Ottawa Trade Agreement. I shall put it no higher than that. I have no
reason to doubt whatsoever that the House will do that, but I thought
it wag necessary to stress that aspect of the matter before I proceeded
to make any further observations on the working of the Trade Agreement.
Another almost axiomatic statement is that the Government on this side,
and I have no doubt the Opposition on the other, in considering this
question will not be influenced by any consideration except the considera-
tion of the benefit to India and India’s trade, As I have said, there might
be different views with regard to the method or the procedure to be
adopted in considering the working of this Agreement, and Government
have come forward with a motion that a Committee might be appointed
to consider and report on the working of the Agreement. It might be
said—why have not Government come forward with some positive motion
asking for the continuance of the Ottawa Trade Agreement, or indicating
that a modification of the Trade Agreement is necessary, and why do
Government prefer to have the matter examined in committee and not
on the floor- of the whole House during the course of the debate? On
this matter, opinions might well differ, but let me put forward two con-
siderations before the House with regard to CGovernment’s preference for
the method that they have adopted. One is that at certain stages this
method has in the past been adopted by the House in order to examine
the value and subsequently to examine the working of this Agreement. In
1932, the House agreed unanimously to the setting up of a Committee to
examine and report upon the Ottawa Trade Agreement, and, as a matter
of fact, two years later, when the report with regard to the figures for the
first year was laid before the House, the House again appointed a Com-
mittee to examine and report on the working of the Ottawa Trade Agree-
ment.

Mr. B. Das (Orissa Division: Non-Muhammadan): But that Committee
report was never placed before the House and considered.

The Honourable Sir Muhammad Zafrullah Kkan: I am now merely
discussing the method which has been previously adopted for the examina-
tion of the question; and, as a matter of fact, I have some recollection—
if necessary I can get out the reference—that, during the last Session,
a suggestion was made to me at Simla that a Committee should be seb
up, or a question was asked why a Committee was not set up to examine
the working of the Ottawa Trade Agrcement. and I said, I think, that
1 would consider the question in the Budget Session, but that, had Hon-
oursble Members been anxious to examine the question by means of a
Committee, I might have been able tc meet their wishes if they had
brought the matter t¢ my notice earlier in the Session. So that Govern-
ment were entitled to assume that this method, which had been considered
convenient previously by the House for the examination of the Trade
Agreement, would be considered to be the most suitable method of
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examining the working of the Agreement. But even if this method had
not been adopted before, I venture to submit—and this is the second
consideration—that with regard to the working of the Trade Agreement
during quite abnormal times relating to a large number of commodities
on either side, that examination being based upon a large mass of statistics,
as I have said, 1 venture to submit that the procedure of Committee would
be far more appropriate than the procedure of examining it bv a debate
in the whole House. After ail, during the course of a debate in the
House, individual Members may give expression to their individual
opinions and judgments, but there is no rcom Ior that interchange and
interplay of opinion which is available only in committee. The atbtempt
to reconcile different points of view, to clear up matters that might be
obscure, to put forward facts which might be in danger of being ignored,
and then to arrive. not at an individual judgment, but at a considered
collective judgment, is possible only in ecommittee. The great advantage
would be that in committee all these questions would be examined at
close quarters by a continuous exchange of views; where it was, for
instance, felt that a certain matter was raised for which there was a
legitimate explanation on the one side or legitimate ground for eriticism
on the other, time and opportunity would be available to put forward that
explanation or criticism, so that a just decision might be arrived at. Now,
as I have said, there is a great deal of material which has to be considered.
There are as many as fiftv-five commodities on the Indian side which
enjov preference or the rlrrht of free entry, and there are as many as
163 commodities or sub-commodities which enjoy preference under Schedule
F on the United Kingdom side, and to these might be added some com-
modities out of Schedule G tc¢ which preferences have since been extended,
so that it would not be easy, apart from any considerations of time, to
consider the value of this Trade Agreement or its working with regard tc
these commodities in a debate in the House; and I might explain that
perhaps it might strike Honourable Members that the list with regard to
‘the Indian preferences isi muchk shorter than the list of United Kingdom
articles which enjoy preferences in India. As to that, I might observe,
for one thing, the United Kingdom list, comprising as it does manufac-
tured articles and not primary ccmmodities, is very much more detailed
in its definition of articles and sub-articles than the Indian list which
deals with bulk commodities. But there is one further test to be applied.
The total value of the exports to the United Kingdom, in the last year
for which figures are available, from India of commodities that enjoy
preferences or the right of free entry is just over Rs. 41 crores, while the
value of the articles exported from the United Kingdom and imported into
India which enjoy preferences in India was during the last year slightly

under Rs. 17 crores—Rs. 41 crores on one side and Rs. 17 crores on the
other.

Sardar Mangal Singh (East Punjab: Sikh): Do the Indian figures in-
clude gold?

The Honourable Sir Muhammad Zafrullah Khan: No—the commodities
which enjoyv preference. under the Ottawa Trade Agreement; I am not
talking of the total export between the two countries.

Mr N, M, Joshi (Nominated Non-Ofticial): Do they include iron and
cotton textiles?
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The Honourable Sir Muhammad Zafrullah Khan: Cotton textiles have
no preference at all. As I have said, even in normal times the examina-
ticn of a question like this and this mass of figures on the floor ofi the
House would be an extremely complex task and would not be satisfactorily
carried out by the method of debate; but, as I have said, the working of
the Ottawa Trade Agreement has not been in normal times. The House
is fully aware of the chaos into which the commerce and the monetary
eXchange systems of the world fell some years ago, from which they have
not yet fully emerged, although it might be hoped that certain tendencies
are observable which, if they continue, might extricate the world frcm
that confusion; but there have been all sorts of schemes resorted to for
balancing budgets, and for the stabilisation, deflation, or inflatiorn of
* cwrrencies in a desperate attempt to put the exchanges and the credits
of the different countries involved on a stable basis, there have been quota
restrictions, tariffs, exchange restrictions, licensing systems, and all sorts
of things, so that the whole course of international commerce has, during the
last few years, been practically reversed. We have read a great deal of
the transition from the system of barter to the very highly developed and.,
complex system of international exchanges, and it seems as if we are
working back again to the stage of barter in the case of some countries.
Now, this Trade Agreement has worked against that background and it
has to be examined against that background, and that makes the examina-
tion of the question still more difficult and still more complex. Allowances
have to be made for all sorts of factors on both sides. It may be that on
the surface certain preferences may not have worked well and a perfectly
good explanation as to how we would have stood if there had been mno
preference might be forthcoming. On the other hand, on the surface we
might have made a great deal of progress with regard to certain commodi-
ties and there might be explanations showing that we have been helped
by mere fortuitous circumstances with regard to them so that the real
benefit may not be quite as large as may be apparent on the surface,
while, in other cases, the real benefit might have been concealed by
factors which have been operating in the opposite direction. I have no
d&sire at this stage to examine any of the provisions of the Agreement in
detail in order to justify the continuance of the Agreement. I am making
a motion for the appointment of a Committee and I am assuming that
. T may be able to persuade the House before the House records its decision
on this matter that the best method of examining this question would be
in committee. Therefore, at this stage, I would not enter into any detailed
examination of the working of the preferences. But, before I sit down,
I might draw the attention of Honourable Members to certain aspects of
the question, one or two of which I have already referred to, namely as.
to how India would be affected in the absence of or in the case of dis-
continuance of an agreement like the Ottawa Trade Agreement. I am not
saying that on the other side there would not be the consideration that if
in substitution of this Agreement something could be secured which may
be from the point of view of some Honourahle Members more satisfactory
than this Agreement, then those results need not follow, but at the present
moment, I desire to pause and to look at the scheme of the Agreement
" in order to place some considerations before the House which might bear
upon this question, that is to say in the sbsence of the Trade Agreement,
what sort of conditions one might have to contemplate. I have already
made reference to the right of free entry and the right of free entry, as I
have tried to explain, extends to all commodities entering the United
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Kingdom except those which were already subject to duty before the
Import Duties Act was passed, that is to say upon which revenue duties
or safeguarding duties had already been imposed. With regard to the
balance, all articles have a right of free entry, and the effect of it is this.
Not only does it give us a position of equality with regard to such of those
articles which we are able to export to the United Kingdom—with the
United Kingdom itself—but it also places us in a position of equality
with the other Dominions. Now, in the absence of this right of free
entry, what would be the position of these commodities? The position
would be that automatically they would become subject, except in the
case of those which are already in Schedule I of the Import Duties Act,
to the tariff schedules of the Import Duties Act and it would place the
commodities coming from India not only at a disadvantage against articles
manufactured or commodities produced in the United Kingdom but also
against all the Dominions and the Colonial FEmpire. Some of these
articles are jute manufactures, woollen manufactures, cotton manufactures
finished leather, unfinished leather, magnesium chloride, sports manu-
facture and so on. That would be the first effect of the discontinuance of
this Trade Agreement. The second effect would be this: the losing of all
preferences that we enjoy with regard to articles in Schedules A, B and C.
Those articles are rice, castor oil, linseed oil, coconut oil, ground nut oil,
rape oil, sesamum oil, magnesium chloride, coffee (and omitting those
that I have already mentioned), cotton yarns, unbleached, oil seeds cake
and meal, paraffin wax, spices, teak and other hardwoods, woollen carpets
and rugs, rice meal and dust, tobacco, castor seed, magnesite, sandal-
wood oil, granite setts and curbs, groundnuts, lead, ete. The right of free
entry will also be denied to articles menticned in Schedule D, that is to
say, gshellac, seed lac and stick lac, jute raw, Mvrabolams rice broken,

mica slabs and splittings, ete.

Again, without entering into details, we might consider this, tbet
having regard to the fluctuations through which international trade and
commerce have been passing during the last few years and having regard
to the straits to which some of the bigger industrial countries have
recently been reduced, I do venture to submit that these preferences
during the last three years have had a very great insurance value in the
sense that certain tendencies having been set on foot in some countries to
which I have made reference, they have had to take desperate steps to
maintain parities of their exchange or to maintain their exchanges at any
reasonable standard .and every one of them has been forced to adopt
measures upon the wisdom or otherwise of which it is not my purpose to
pronounce here but, they have been forced to adopt measures of various
kinds some of which I have already enumerated, in order to bhalance their
trade with different countries—Germany, Italy, Iran, Turkey and so
many other countries. I venture to submit that, apart from the wisdom
of individual measures adopted, that is a tendency which has been forced
upon those countries by the confusion into which international exchanges
and monetary systems have fallen. That kind of action might have been
of different descriptions in different countries, but if India had been
without any such Agreement, and at a disadvantage with regard to the
right of free entry into the United Kingdom, at a disadvantage with



APPOINTMENT OF COMMITTEE TO EXAMINE OTTAWA TRADE AGREEMENT. 3301

regard to the preferences against foreign countries as well as the Domi-
nions and the Colonial Empire, India’s case would have been very much
worge than that of some other countries, and certainly very much worse
than the position and it is a fairly satisfactory position, in which it finds
itself today with regard to these matters. As I have said, these negative
advantages, which have resulted from the Ottawa Agreement, have been
of immense insurance value to India, and, in the absence of this Agree-
ment, these would not have been available, and if this Agreement were
denounced it would be realised that they would not be available in the
future. In this connection, I might observe, as was observed by our
Trade Delegation to Ottawa, when this question was under discussion in
the Assembly, that the positicn, with which India was faced in 1932, was
no longer what is the positive benefit that India could get out of any
such scheme; as the result of the reversal of the free trade policy in the
United Kingdom, the position was: what steps can India take to ensure
itself against the positive losses that were bound to occur if India was
not able to enter into a satisfactory trade agreement. That is to say,
how could it protect itself against ioss? What did it stand to lose in
case it did not come into any such scheme. I have already given the
House some idea of the insurance value of this Trade Agreement, but I
need not stop there. As a matter of fact, the Trade Agreement has been
of positive value to India in promoting its trade, in the larger consumption
of its commodities in the United Kingdom to a considerable extent. As
I have said, it is not my purpose to go into details more especially as I
have very few minutes left within which to conclude my observations.
As an instance of the complexity of the question as well as an instance
indicating the direction in which some of these preferences have helped
India, 1 might make reference to one or two commodities though I need
not go into them fn detail. Take, for instance, linseed, which has been
the object, during question hour at any rate, of a considerable amount of
anxiety on behalf of certain Honourable Members. Immediately before
this preference came into operation, the total export of linseed to all
countries from India was, in 1931-32, 120,000 tons; and in 1932-33,
72,000 tons. The rough estimate is that out of our total production of
linseed about 200,000 tons are consumed inside the country itself. Now,
out of these two figures, the export to the United XKingdom was 14,000
tons in each case. In 1933-84, the total export was 879,000 tons; in
1934-35, 239,000 tons and in the eleven months of 1935-36, 148,000 tons.
Out of these the export to the United Kingdom was as follows:

Tons,
1933-34 . . . . . . . . . . 176,000
1934-35 . . . . . . . . . . 104,000
1935-36 (11 months) . . . . . . . . 44,000

The lowest of these is more than three times the figures for the two
12N years 1931-82 and 1932-33. And let me make this r?bservatan
2 Noow, and that illustrates the complexity of the consideration of this

question. Tn these 11 months of the last year though there has been a
fall, our figures show that by the end of the year, that is to say, taking
into account the figures for March which are still expected, we shall not
have any appreciable exportable balance left. The smallness of the
export is due to the fact that our exportable balances had been exhausted
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and wo had in the last year only to deal with the crop for that particular
year which was a bumper crop. That being so, our figures show that out
of a total crop of 418,000 tons which has been the biggest for ten years,
allowing for home consumption we have already exported 148,000 tons;
and the rate at which the export has been taking place in the first two
months of the year is such as to lead to the hope that there would be
very little left of the remaining 70,000 tons that are available for export.
Let me illustrate this by a reference to figures. During the first two
months of 1936 the total export has been 42,000 tons and the export to
the United Kingdom during January and February 1936 has been 20,000
tons. Therefore, I am fully justified in placing before the House these
figures showing how various factors might operate in different parts of a
vear; and that it would be wise to examine this question more closely and
incidentally to examine it at a stage when the figures of all the three
years are complete. This question of linseed is, I venture to submit, a
good illustration of the fact that upon incomplete figures for three years
as considered a judgment would not be possible as would be possible
upon complete figures for these years. Then, with regard to prices.
Indian linseed, having regard to the preference, has enjoyed a very much
better price in the United Kingdom than linseed from the Argentine.

Take, again, the case of rice. The preference on rice is a penny per
pound and since April 1935 we have got three-quarters of a penny per
pound on paddy also. The figures of exports from India into the United
Kingdom were:

Tons.
11981 . . . . . . . . . . 23,000
1932 . . . . . . . . . . 26,000
1933 . . . . . . . . . . 32,000
123¢ . . . . .« -« . . 40,000
1935 . . . . . . . . . . 45,000

That again, shows the value of having figures for all the three years.
There might be certain progressive tendencies indicated in certain com-
modities, the value of which would have to be taken into account. After
all we are quite aware of the almost elementary stage at which our
propaganda organisation and market organisation stand; and we shall also
have to take intc account the stage at which we stand with regard to
these matters in order to judge what benefit might be extractable from
these preferences.

Similarly, take ground-nuts. I shall not go into details at this late
stage, but the Indian exports to the United Kingdom were as follows:

1930—45,000 tons; 1931, 81,000 tons; 1932, 58,000 tons; 1938, 70,000
tons; 1934, 72,000 tons; 1935, 90,000 tons.

And the exports of ground-nut to the United Kingdom are worth from
60 lakhs to a crore per annum.

Then, take tea. With regard to tea the position is this. The three
great countries that supply tea to the United Kingdom, the biggest con-
sumer of tea, and also to the rest of the world are Ceylon, the Dutch
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East Indies and India. Honourable Members are aware that there is
restriction scheme in operation with regard to tea which places this
commodity in a peculiar position. But, apart from that, Indian tea
enjoys in the United Kingdom a preference over Dutch tea of two pence
per pound, and it exports to the United Kingdom 15 million pounds ster-
ling worth of tea, that is to say, Rs. 20 crores worth of tea; and for that
20 crores gets a price from which the net profit will be two pence per
pound grester than in the case of the Dutch Fast Indies. Honourable
Members can themselves make a calculation as to how much that comes
to in rupees. India supplies 55 per cent. of the United Kingdom's
imports of tea and the United Kingdom takes over 90 per cent. of the
total exports of India in tea. If this preference were lost, India would be
relegated to the position-of the Dutch East Indies, that is to say, would
be subject to a duty of 4 pence per pound and lose the preference.

Now, 8ir, I need not go on with regard to half a dozen other commo-
dities that I have here with regard to which I wanted to give figures,—
tanned hides and skins, teakwood and so on. And let me come imme-
diately to cotton which is the last commodity that I want to refer to. With
regard tc cotton, 1 have already submitted to Honourable Members that
Article 8§ provides that His Majesty’s Government would co-operate in
promoting any scheme for the larger consumption of Indian cctton in the
United Kingdom markets that might be agreed upon between the trading
communities of the two countries. In pursuance of these efforts, the
Lancashire Indian Cotton Committee was set up which has been carrying
on research into the possible uses to which short staple Indian cotton
might be put in the United Kingdom, has been carrying on propaganda and
has been studying marketing conditions, bringing short staple Indian
cotton to the notice of textile manufacturers, and so on. Two of their
reports have been published and have no doubt been noted by Honourable
Members; and again I might give certain figures to show what has been
done in that direction. Cotton does not enjoy any preference; it has the
right of free entry into the United Kingdom. Therefore any improvement
with regard to the position of cotton was only to be expected from putting
into operation the undertaking given in Arficle 8.

Mr. M. A. Jinnah (Bombay City: Muhammadan Urban): Is there any
cotton in any other part of the world which has not free entry?

The Honourable Sir Muhammad Zafrullah Khan: What I mean in
that, with regard to cotton, there is no advantage that arises from any
preference.

Mr, IH. A, Jinnah: T am afraid I was not understood. Has not
cotton got free entry from every part of the world into the United
Kingdom ?

. 'The Honourable Sir Muhammad Zafrullah Khan: I am afraid the
‘Honourable Member did not understand me. I said it has no preference,
which means it is free from all countries; and therefore I said that any
benefit to be looked to in this connection was the benefit which mfight -
result from the activities of the Lancashire Indian Cotton Committee.
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With regard to this the figures of imports of Indian cotton into the United
Kingdom are:

Bales.
Season of 1932-33 (season begins with.lst August) . . 230,000
» sy 1933-34 . . . . « e . 362,000
» sy 1934-35 - . . . . . . . 394,000

And the latest advices are that the figures for the period from the 1st
August, 1985, to the 12th March, 1986, are 306,000 bales as compared with
207,000 bales during the same period in the last year, that is to say, an
advance during the current year of 100,000 bales. Taking the figures on
the basis of calendar years and also making a distinction between short-
staple cotton and long-staple cotton—because there has been some eriti-
cism that although the consumption of Indian cotton has increased in the
United Kingdom the consumption has been mainly with regard to long-

jtaple cotton, and, therefore, the anxiety of India to find a market fer
short-staple cotton has not been eased—I may give the following figures:

In the calendar year 1932 the total exports to the United Kingdom
were 133,000 bales, 67,000 out of which were short-staple
cotton;

In the calendar year 1933 the total exports to the United Kingdom
were 273,000 bales, 113,000 out of which were short-staple
cotton;

In the calendar year 19§4 the total exports to the United Kingdom
were 383,000 bales, 171,000 out of which were short-staple
cotton; and

In the calendar year 1935 the total exports to the United Kingdom
were 414,000 bales, 206 000 out of which were short-staple
cotton.

Therefore, I venture to submit, again, that the activities of the com-
mittee which has been set up in pursuance of Article 8 of this Agreement
have been of considerable value. But apart from that, in making refer-
ence to these articles and commodities, my point was this. Here is the
interplay of different kinds of factors with regard to which several matters
would have to be examined and explained, criticised and reconciled, before
a considered judgment could be pronounced upon the working of the Trade
Agreement, and therefore, my submission is that as I have no doubt that
the House is anxious that the judgment that it records upon the working
of this Agreement should proceed only upon one consideration and upon
that alone, that is to say, to what extent the Trade Agreement has benefited
and is hkelv to benefit India’s interests and India’s trades, I think, if T
may say so without impertinence, that the House would be well advised
to consider this matter in detail in committee before it considers it again
in full session on the report of that Committee. Again, Sir, as T have
said befere—and T hope I shall not be accused of repetition—I am perfect-
ly certain that the House is fully conscious of its responsibility in the
matter—not using the expression in the ordinary sense, but in the sense
that any decision that the House comes to with regard to the exercise of
the option given in Article 14 of the Ottawa Trade Agreement would be
binding upon them. With these observations, I commend this motion to
the consideratoin of the House. (Loud Applause.)
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Mr. President (The Honourablc Sir Abdur Rahim): Motion moved:

“That, in accordance with the recommendation of the Committee referred to in
the Resolution adopted by this Assembly on the 6th December, 1932, a Committee - of
this Assembly consisting of the Honourable Sir Frank Noyce, Sir Girja Shankar
Bajpai, Mr. F. E. James, Sir H. P. Mody, Mr. K. L. Gauba, Sir Abdul Halim
.Ghuznavi, aud the Mover be constituted to examine the working of the Trade Agree-
ment concluded at Ottawa on the 20th August, 1932, between His Majesty’s Govein-
ment in the United Kingdom and the Government of India, and to report to the
House thercon’’.

Mr, President (The Honourable Sir Abdur Rahim): There are twelve
amendments of which nctice has been received, and another in the name
of Mr. Jinnah of which notice has been received today. The Chair finds,
on going through the amendments, that those which stand in the numes
of Members of the Congress and the Nationalist Parties are all for denun-
ciation of the Agreement—there is little variation in language, but that
is.of no importance whatever.. There are two amendments in the name
of Mr, Gauba. .

-Mr. K. L. Gauba (East Central Punjab: Muhammadan): Sir, I
would only move No. 12.

Mr. President (The Honourable Sir Abdur Rahim): As regards that,
it apparently contemplates the Report being considered in Committee
.subject to certain conditions. Mr. Jinnah’s amendment of which the
Chair has received notice just now and in respect to which the Chair will
be prepared to suspend the Standing Order as regards the -period of notice
if the Honourable Member wishes to move it, is also to the effect that
notice be given denouncing the Agreement in terms of Article 14 of the
‘Agreement; he also makes another recommendation to Government as
regards the method of entering into trade agreements. It is clearly un-
necessary that all the amendments denouncing the Agreement of which
notice has been given by Members.of the same Party should be moved.
The Chair understands that the Members of the Congress Party, except
Mr. Desai, do not wish to move their amendments. As regards Dr.
Banerjea and Mr. Amarendra Nath Chattopadhyaya, the Chair does not
know ‘if they wish to move their amendments, because theirs are also to
the same effect as Mr. Desai’s.

Dr. P. N. Banerjea (Calcuita Suburbs: Non-Mubammadan Uri);n):
If Mr. Desai moves his amendment, I will support it. :

.. Mr. President (The Honourable Sir Abdur Rahim): Very well, the
Honourable Member .will await his turn. The Chair understands Mr.
Gauba wants to move his amendment, and Mr. Jinnah, the Chair takes
it, -also wants to .move his amendment. '

Mr. M. A. Jinnah: Yes, Sir.

Mr. President (The Honourable Sir Abdur Rahim): All these three
amendments can-be moved, and the discussion will proceed on all the
three amendments as well .as the originai Resolution.

+. ~Mr, Mathuradas Vissanji (Indian Merchants’ Chamber and Bureau:
Indian Commerce): Sir, T do want to. move my amendment. It is more
comprehensive and goes farther than  the other ‘amendments.

B
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Mr. President (The Honourable Sir Abdur Rshim): The Chair over-
looked that smendment, the Honourable Member can move his amend-

ament too. ¢

Mr. Bholabhai J. Desai (Bombay Northern Division: Non-Muham-
madan Rural): Sir, I beg to move the amendment that stands in my

name :

““That for the original motion, the following be substituted :
‘Thal the Government of India do give notice under Article 14 of the Agree-
ment concluded at Ottawn between His Majesty’s Government and the
Government of India on August 20th, 1932, that the Agreement is to

(1)

terminate on a date six months from the date of notice’.

Mr. President (The Honourable Sir Abdur Rahim): Amendment
moved :

“That for the original motion, the following be substituted :
‘That the Goverrment of India do give notice under Article 14 of the Agree-
ment concluded at Ottawa between His Majesty’s Government and the
Government of India on August 20th, 1932, that the Agreement is to

(Y

terminate on a date six months from the date of notice’.

Mr. K. L. Gauba: Sir, I move:

“‘That the following be added at the end of the motien :

‘(1) In considering the working of the Agreement, the Committee may suggest
such modifications, in the event of continuation, as the Committee may
consider necessary in the interests of India.

{2) On ]:,lle consideration of the Report of the Committee, the House may decide
that—

(a) the Agreement be terminated, in which case, Government undertakes
and shall forthwith give notice of denunciation and take sach further
steps as may be necessary to this effect;

(b) the Agreement be continued conditional upon certain modifications. In
the latter case, Government will negotiate along the lines recom-
mended by the House, and any further agreement arrived at with the
Government of the United Kingdom shall, before being given effect
to, bc submitted for ratification to this House.

(3) Thegsgleport of the Committee be submitted not later than - 15th July,
1 "l’

Mr. President (The Honourable Sir Abdur Rahim): Amendment
moved :

“That the following be added at the end of the motion :

‘(1) In considering the working of the Agreement, the Committee may suggest
such modifications, in the event of continuation, as the Committee may
consider necessary in the interests of India.

(2) Ou the consideration of the Report of the Committee, the House may decide
that— .

(a) the Agreement be terminated, in which case, Government undertakes
and shall forthwith give notice of denunciation and take such further
steps as may be necessary to this effect;

(b) the Agreement be continued cenditional upon certain modifications. In
the latter case, Government will negotiate along the lines recom-
mended by the House, and any further agreement arrived at with the
Government of the United Kingdom shall, before being given effect
tc, be submitted for ratification to this House.

{3) Thleg:igqmrt of the Committee be submitted not later than 15th July,
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Mr. Mathuradas Vissanji: Sir. 1 ove:

“*“That for the original motion, the following be substituted :

‘That the Trade Agreement concluded at Ottawa on the 20th of August, 1832,
between His Majesty’s Government in the United Kingdom and the
Government of India be terminated; that the notice of this termination
as required under Article 14 of the Agreement be immediately given to
His Majesty's Government in the United Kingdom; and that no such
Trade Agreement be hereafter concluded with any country by the Gov-
ernment of India except on a basis of complete reciprocity and after

previous consultation with this Assembly’.”
-

Mr. President (The Honourable Sir Abdur Rahim): Amendment
moved :

“That for the original motion, the following be substituted :

‘That the Trade Agreement concluded at Ottawa on the 20th of August, 1932,
between *His Majesty’s Government in the United Kingdom and the
Government of India be terminated; that the notice of this termination
as required under Article 14 of the Agreement be immediately given to
His Majesty’s Government in the United Kingdom; and that no such
Trade Agreement be hereafter concluded with any country by the Gov-
ernment of India except on a basis of complete reciprocity and after
previous consultation with this Assembly’.”

‘Mr. M. A, Jinnah: Sir, I move:

“'That for the original motion, the following be substituted :

‘This Assembly recommends to the Governor General in Council that the Ottawa
Agreement, dated the 20th August, 1932, be terminated without delay
and a notice of denunciation be given in terms of Article 14 thereof.
The Assembly further recommends that the Government of India should
immediately examine the trend of trade of India with various other
important countries and the United Kingdom and investigate the possibi-
lities of entering into such bilateral trade treaties with them whenever
and wherever possible to bring about the expansion of export trade of
India in those markets and submit such treaty or treaties for the approval

1o

of this Assembly’.

Mr. President (The Honourable Sir Abdur Rahim): Amendment
moved :

“‘That for the original motion, the follov}ing be substituted :

‘This Assembly recommends to the Governor General in Council that the Ottawa
Agreement, dated the 20th August, 1932, be terminated without dela
and a notice of denunciation be given in terms of Article 14 thereof.
The Assembly further recommends that the Government of India should
immediately examine the trend of trade of India with various other
important countries and the United Kingdom and investigate the possibi-
lities of entering into such bilateral trade treaties with them whenever
and wherever possible to bring about the expansion of export trade of
India in those markets and submit such treaty or treaties for the approval
of the Assembly’.”

Mr. Bhulabhaj J, Desai: Sir, it is somewhat refreshing to be reminded
By the Honourable the Mover of this motion of the responsibility that
lies on this House in the matter of the effect of our conduct on any vobing
that the House may take on this question. Tt is almost ironical, con.
sidering the wav in which responsibility has been discharged by them
from time to time. But I may assure him, on behalf of those who think
with me, that it is with a sense of responsibility that we commend the

R 2
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step which is contained in the amendment which stands in my name.
Not only that: but it is also an important contrast with the somewhat.
indecisive and vacillating policy as adumbrated in the motion before the
House. =

Let me begin not with a long historical account of the kind which has.
been given by the Honourable Sir Muhammad Zafrullah Khan, but with
the Agreement itself; so far as the House is concerned, there are only
two clauses to which attention has been called—clause 8 to whigh I shall
come towards the end, in dealing with the question of cotton; and clause
14 which runs in his form: ‘ )

“This Agreement between His Majesty’s Government in the United Kingdom and'
the Government of India shall continue in force until a date six months after motice-
of denunciation has been given by either party’. -

‘ -

Then, there follows a proviso which it is unnecessary to consider,
owing to the manner in which the case has been presented, for the appoint-
ment of a committee by the Honourable the Mover. I will also mention
the fact that when the Agreement was entered into. under what was
called stress of circumstances arising cut of the Impott Tariff Duties Act
of 1932, launching a somewhat new policy on the part of the United
Kingdom in the matter of trade relationship with other countries, and
after reading the account as given by Sir Joseph Bhore of the justification
—and taking at least his language which was unequivocal—the only
justification for entering into the Agreement which brought before the-
House for its confirmation in November, 1932. The way in which the
matter was looked at was not so much as to see what would be the
effect of the operation of the Agreement in the matter of tariff duties of
the United Kingdom on the future trade of India, but, in anticipation:
and in advance, hustled almost by an apprehension which was unreal,
into -entering into an Agreement as to one aspect of which at least there
are no two opinions, and on that the evidence is unequivocal. Under
clause 14 of the Agreement, it was competent to the United Kingdom to-
give notice for the termination of this Agreement. The fact remains, of
which sufficient significance has not been understood, that the United
Kingdom during the three years and even now does not seek to terminate:
this Agreement. It may require a considerable amount of argument in-
any other regard, -but, so far as this one outstanding fact is concerned,.
it requires no-‘argument at all. It proves one thing conclusively, that so-
far as the United Kingdom is concerned, it is satisfied that it has gained
by the Agreement, which it does not wish to terminate. (Opposition
Cheers.) You must, therefore, begin in an examination of this kind—
and fortunately I have this advantage that T am not oppressed with an
expert having commenced on the other side—there was a laynian entirely,
to a certain extent better instructed and served, but nonetheless occupy--
ing an almost similar position; and the most surprising .omission in “his
speech was the fact that, bilateral as:that Agreement is in the matter of
India’s trade. you have not been told why.it is that the United Kingdom
still desires the continuation of the Agreement and has. never “suggested
that they required either termination or revision. You, therefore, begin
with a most fundamental and important fact, and, therefore, that part of it
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would certainly not require examination, that so far as the United King-
dom is concerned, the figures which have been published show clearly
that they stand definitely and clearly to gain by the continuance of the

Agreement . . . .
Mr. M, A Jinnah: They are quite satisfied

Mr, Bhulabhai J. Desai: [They are quite satisfed. Therefore, T pre-"
sume being the shrewd businessmen that they are and looking after their
interests, both politically paramount and economically strong, they are
not the persons who ‘are likely not to raise a voice. if the Agreement in any
behalf aﬁeetedl them adversely to the smallest extent. It is that which is
the most important back-ground with whieli to commence, and not in
any sense i political back- ground at all. At the time when this Agree--
ment was brought before this House, the result of the votes, { as far as'
I am able to see and read the speeches was that the House was unable
to come to the conclusion on an issue which was wrongly put, whether
the Agreement if entered into would be disadvantageous to the interests
of India. Sir )1 must enter here an emphatic protest against the manner
in ‘which questlons of this kind are sought to be dealt “with for purposes
of Indian trade and its expansion and improvement. The question before
the House ought to have been, just as thev w ‘mt{ us now to enter into
an examinatfon after a period of three vears, to how the Agreement
‘would work, it was their obvious duty to have allowed the Tariff Duties |
Act to work and to see what was its effect on Indian trade before entering If
into an agreement in this somewhat indecisive and dubibus manner. I
am, therefore, here first to point but that it was done—not in the interests
of India,—and the very denial of it shows, and the denial is made more
often than not too| assertive, that there is a consciousness or ua belief
that it should not 'be dealt with on any political ground whatever butv
-can it ever be denied that in the verv term ‘‘Imperial Preference’’, there
is and must be involved the domination of the strongerfpartner to the
Agreement? ‘(Hear, hear.) The fact remains that of all the parties at
the Imperial Conference the one party that was the weakest, the one
party that was the most inferior, so far as its political and economic v
situation was concerned, it was India, and|}vet,.it is said that it will be
‘wrong on our part o point out that the immediate effect was,— von
may call it coercion, you may not call it by any stronger term,—that it
has not been to the advantage of India{ but you are certainly bound to see
in it the motives underlying the Agr ement from the verv manner in
which it was rushed through, and the way in which it was brought and
the ground on which it was aceepted by the House.

Then, Sir, ]I cannot understand why it was said that we must give it..
@ three vears™ trial, as if they might as well say, considering the speech
that has been delivered in support of this motion, thiat perhaps another
ten years would not show those tendencies|are going to work out. It is
réally almost an offence to this House, altest a dereliction of its duty
on the part of the Government of India that at all events, having entered
into the Agreement with an indecisive feeling in their own mind {}that even
at the end of three vears, instead of asking for a Committee, thev ought to
have got it examined by any expert or by any authority they liked and
p gced before this House their positive opinion as to what was the efect;
of [this Agreement on India, because they undertook the -responsibility
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of entering upon it, and it is not up to them to say now: ‘“We do not
know how it works, there are tepdencies which are said to be negative'’,
called in a sense insurance. I{ is very much like, Sir, the case of a:
physician who, if he cannot do dny good to his patient, often says: “If I
had not treated you, might have been easily worse’’. Well, if that is all
that the Government of India can say,I think they themselves, on their
own showing, have made out a case for the amendment for which we:
stand, for, Sir, it was up to them as a part of their absolute duty tn
have got it examined by some experts or by some recognised
authority. And why did they not do it? I am not one of those who:
believe that they have not dope their duty so far as they themselves and
their internal councils were concerned, but T am one of those who believe
that allegitimat-e inference can be drawn from the fact that they are not.
able t6 come to this House and say, that while this Agreement has ad-.

/mlt.t-edly done good to Great Britain it has also done a pmportrlonate and
adequate good to this couniry. What prevented [them from examining
the agreement with the two e\:perts who have been sworn in today for
purposes of supporting it in this House. You don't need the experts here
if the point in issue is you will examine it in future. Therefore, T take
it|that in their own heart of hearts they believe they have got to prove the-
true issue for which thev ought to have been prepared and of which the:
burden lies upgn them. If they are not, they stand condemned, and if
they are, theyfgtand even more condemned, in that it was their duty to
take the Houge into their unreserved confidence as to the examination of
their results. The points which have been touched upon towards the end
of the Honourable the Mover's speech are those which I?;)ropose to deal
with shortly myself, but in the commencement, Sir, it is'these three im-
portant matters to which I wish to call the attention of the House. After
that, I wish to call the attention of the House to a Committee which/fwas
appointed in the year 1934 for the examination of the working of the
Agreement during that period. I am not complaining here, and T will
not detain the House with a complaint that that was not brought before
the House, though T am heref to say that it was their obvious duty to
have brought it before this Hbéuse. (Hear, hear,) T will not detain the
House also by reading what appears to be a somewhat dubious canclusiom
of the Report as signed by the several Members calling themselves the:
majorit.y"'but the clear verdict contained at page 54 of Mr. K. C. Neogy,
8ir Abdur Rahim and Mr. B. Sitaramaraju is the one that T wish to.
read, and I wyish to read it for more than ope reason, not only because
it contains :Iclear judgment according to their ‘conception, but also
because in tHe light of that opinion, it was the duty of the Government
of India not to allow the matter to drift. but to take it up immediatelv
there and then. Their conclusions are:

(1) That [the preferences given by the United Kingdom to our agricultural products
/ have not to lany extent that matters helped India to recover lost ground. On the

other hand, the preference given by us to the United Kingdom's import has adverse--
ly affected our foreign markets.

(2) The heavy deficiency in our exports, which is the most disquieting feature of
the situation, is mainly due to the weakening of our foreign markets, and the small
increase in the exports that there has been in 1933-34 as compared with the previous
zuur [as not mch as to re-assure us that India is on the fair way to economic and
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. \3) Having regard to the economic policies adopted practically by all other coun-
tries, trade agreements on the basis of mutual interests seem.to be inevitable.”

I don’t |[want to read their recommendation in detail. This is what
was repo to the House on the 30th of August, 1934. Yet, what is
the excuse, what is the explanation offered for continuing to drift for a
period of two years thereafter? For there wasj;nothing certainly in Article
14 requiring them to go on for a period of three years, irrespective of its
effects or advantages or otherwise, on India and the sole interests of India,
but the fact remains that they were the agents of the Secretary of State/
and being the agents of the Secretary of State, their attention was more
directed to their masters than to the interests of India to which we are
often told we ought to pay unqualified and exclusive attention. I believe,
Sir, the boot is on thelother leg, for, if in 1934 responsible elected Mem-
bers, even in that Assembly, of the standing to which I have called
attention, came to that conclusion, it was up to the Government then to
bring it up, make their own Report upon it. So far|as Dr. Meek’s and
Dr. Matthai’'s Reports are concerned, I shall have to say a few words
later, but the matter was not examined as it ought to have been examined
in view of the definite opinion expressed in 1934 by three Members of ‘the
Assembly] The matter, Sir, does not rest there. So far as the Federation
of Indjqn Chambers is concerned, so far as the Indian Merchants’ Chamber
of Bombay is concerned, so far as the Indian Merchanis’ Chamber of
Calcutta is concerned, they have definitely expressed their opinion fthat
the Agreement, on the whole, has not worked for the benefit of India), and
a notice of termination should be given. As against that, I have not seen
any other opinion expressed by the British interests even in this country.

Now, Sir, after al‘lis said and done, the expert’s opinions do not
matter in the light of this affirmative evidence provided by persons whose
interest and daily interest is touched and affected. I have been told by
my friends that they are cleverer than those whose pockets aref touched
and who understand their interests. But we would rather not take their
speculative advice, but prefer the more concrete foundations of those who
are able to say how much money goes into their pockets and hew much
inoney goes out of their pockets. They[cannot be under a mistake, if two
rupees have gone out, that they have, have gone out, though my friend, the
expert, may lead them to believe by a jugglery that they ought to think
that what is not a fact is a fact and|/both the rupees are there. So that,
the question no longer depends on the advice of experts at all. After all,
you are considering the interests of the trade of India, and who is more
fit to pronounce as the result of the trade operation ]than the interests affect-
ed by those operations ?|. Therefore, it requires no examination by our friend,
the expert who would=#ay, ‘‘If you had not done what I had told you, you
might have been worse”, a proposition which cannot be tested. ‘“What
I am telling you is this. If you do not continue to take my nostrum, you
may be even worse in future.”” That is not the kind of thing that a man
endowed with any c mmon sense, trained either in business or in law
can pay heed to at all, and I am really surprised that experts should come
in where the patient is in a position to prcnounce upon his own condition,---
ite advantages and disadvantages, and benefits. We are, therefore, face
to face with this issue,—on those opinions which have been expressed, is
& further continuance of this Agreement to be agreed to? The next issue
is, what is to be lost so far as the interests of India are concerned? I am
informed, during the coursc of the argument and during the course of
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many of the criticisms which have taken place, that if we give notice
of termination, we lose the United Kingdom's good will. Sir, I have been
~dvising business people for a period of some 30 years, and my Honourable
friend, Mr. Jinnah, has done that for a further decade. But I have never
vet known that if two business men enter into an agreement there is any
question of passion or prejudice; if either of them having the right to give
notice of termination does so, he loses the good will of the other man. It is
a well-known thing, you may have a lease for a period of three years for
instance, with a proviso of six months’ notice of termination, and it is the
notice of termination which brings about, or which is the only inducing -
cause for a better agreement. Tt vou choose to centinve te  suffer dis-
advantages and not to give notice, there is no inducement for anvbody at
adl, purtlcularI} for the other side who is entirely satisfied with the results.
Why should Britain give any notice? Why should Britain revise any-
thing? They have ne inducement fo do so. My respeetful suggestion to
the House is that a genuine inference from any trade understanding of
watters of this kind is that you are entitled tc suppose that the only way
to bring ahout a4 negotiating mind in those who have u decided ad\mnmcre
is to say, ““So far as 1 am concerned, you have six months’ notice, ‘so that.-
we may cous gider whether other and better terms could not be negotiated
hetween us’’. Therefore, from the point of view of business I pergonally
fail to see how it can be said, with what face are you going to deal with the
other party for the purpose of revision of this' Agreement? The party that
i$4t an advanfage and thinks it beneficial has no reason, whatever, to enter
into another agrcement. FEven if you went there, you \\ould be told,
““Why should we?”’ But if, on the other hand, we say, '"We will termi-
nate this Agreement, notice will be given towards the end of April
terminating in the month of October'’, then we have got u real period of
six months, an effective period of six monthe, within which they 1nust
either continue at the -end of that term with a better state of relationship
between us, or let it be terminated. Having regard to the basic fact that
it has worked to the advantage of Britain, thut is the only way in which
any man with any busimess sense would go about this matter if this
Agreément is to be revised at all. That brings me to this. According to
the opinion of businessmen themselves, in the summary of conclusions they
have come to on a detailed examination of the Agreement, a detailed
axamination of which we are asked now to undertake for the third, fourth,
or fifth time—a detailed examination by the Federation of Indian Cham-
bers of Commerce and Industry shows this. I will take by articles a little
“later, and I wish, as far as possible, to confine myself within the limits of
ge time that have been imposed upon me:

“The examination of the several commodities in the export trade of India leads
e to the following conclusions :

{a) In the case of linseed oil, hides and skins undressed, pepper, tobacco, pig
” lead, in spite of the United ngdom increasing her imports, she took less from Indis

and the extra market made available was either taken up by the Dominions or foreign
countries,

(6) In case of rice, oil-seed cake, rice meal and dust, ground -nut, pulses, goat
\,’skms, the. United Kingdom took no doubt more from India but India’s exports

to other non-Empire countries suffered. Some of thesé illustrations point out  how
diversmns of trade have taken place.

“(c) In case of coffte and tobacto, even with a preférence, India could not improve
hor- position because of certain factors which are. permanent futures of theae pnrtm»
«ular articles but which were .ignored by the Delegation . i
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In case of a number of commodities as has been pointed out in clause.(a) above,
India lost her ground in the United Kingdom market in spite of a preference and
‘the extra market available in the United Kingdom was taken up by other countries.
It will be found that the non-Empire suppliers are neutralizing the 10 per cent.
preference by the greater depreciation of their currencies.

The examination of the import trade of India conclusively proves the apprehen-
sion held out by the Indian public that India was made to pay at Ottawa a premium
to the British manufacturers for their inability to compete with continental manu-
facturers by making available to them greater share in the import trade of India
under the Ottawa scheme of preferences. In practically every line of import trade,
the United Kingdom secured either a substantial gain or consolidated her position
in several of the important items of imports into India, such as, chemicals aud chemical
preparations, instruments and apparatus, machinery and mill-work, IToH  SME—"StRel,
tubber manufactures, motor cars and cycles. Under all these heads, the United
Kingdom secured a substantial advance in her trade with India”. '

The conclusion, therefore, is once more reinforced after a perio& of four
vears, the conclusion-which was reported to this House and ought to-

‘have been considered in the month of August, 1984:

not show any substantial advance owing to the fact that the British dominions secur-
ing .similar preference gained a better and stronger footing in the United Kingdom
market over India’s produce;

That the intense economic nationalism initiated by the United Kingdom in creat-
ing an economic block within the Empire has restricted the growth of internationalism
-of trade instead of encouraging it and forced a number of manufacturing non-Empire 4
<countries to resort to import licenses, quota restrictions and exchange control to i
.arrest the passivity of trade, which measures, in case of India, affected her export
trade to these non-Empire countries’.
It is now almost a comriuon place that, as against three crores of gain, ,
which 'is sought tu be pointed out in the reports of Dr. Matthai, there are!
twenty-four crores of loss of foreign trade of India. The only explanation
that has been vouchsafed is that those countries, in their own interests,
im order. to balance their own trade, have resorted to this course. The
shortest answer to that is obvious. You are not able to receive from these
countries some of their articles, they are entitled not to receive the import
of your goods, and that is the reason why our trade with non-Empire
countries has suffered.  So far as they are concerned, they would not take

»
“That India’s export trade in agricultural produce with the United Kingdom did {

.any of our raw products~beeause we have, as a result of the preferenoe,i
 refused to . ds. ~“Therefore, the very reason given is

sufficient to show that there is every advantage, so far as the Agreement is
gc(:ﬁcmm&aﬁ terminated. As regards the tendencies, 1

wish to point out that it is one of those nebulous things which it is very

.difficult to examine the value of. But, is it because the problem is difficult,

therefore, we are to be launched into a region of speculation, or are we to
test it upon the touchstone of the opinion of the interests uffected, not an

-opinion on an issue of a purely political character, not an opinion on a

matter in which they do not individually particivate, either by way of
profit or by way of loss, but an opinion, the touchstone, whether they
‘stand to gain or stand to lose. T am told that I am oppressed by the
opinions of merchants as opposed to the expert, but let me tell him that,
whereas his opinion puts him to no loss, exvept a speech in this House,
the opinion of those who suffer or gain is the real and better opinion by
which we would choose to go. In so far as the articles to which attention

“has been called are concerned, I will deal with only Iinseed and cotbon.

As to linseed the position is extremely simple:

It was generally agreed in 1932 that linseed was a crop which was most likely to V‘
profit from a preferential treatment. The trade figures for 1833 and 1934 show .a
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most revolutionary change in the imports of linseed into the United Kingdom. During
these two years, India supplied much larger quantities of linseed than Argentine,.
which has during the post war period been the chief supplier to United Kingdom.
This change seems to have been chiefly due to ashortage of crops and an increase
in price of the Argentine linseed. On account of the shortage of crops in Argentine,
the demand for Indian linseed increased not only in the United Kingdom but im
the entire world market’.

Therefore, so far as this is concerned, the explanation is obvious and
requires no investigation. So far as cotton is concerned, Article 8 clearly:
shows that there is no obligation. This is a pious wish which they may or
may not fulfil. To call it an Agreement, I submit. is to use a wrong phrase:
altogether. Article 8 says:

“His Majesty’s Government in the United Kingdom undertake that they will co-
; operate in any practicable scheme that may be agreed between the manufacturing,.
trading and producing interests in the United Kingdom and India for promoting,.
whether by research, propaganda or improved marketing, the greater use of Indian:
cotton in the United Kingdom’.

If a clever man, and a hard headed lawyer that he was at all events:
before he came here and who still has that training in his mind, calls this
an agreement, I would certainly tell him that he ought to reconsider the
meaning of the word ‘agreement’. An agreement which involves no obli-
gation, the non-fulfilment of which dces not in the least degree expose him
to any loss is, according to my humble understanding, no agreement at all.
As to tea, the Honourable the Mover has himself given the answer.

The Honourable Sir Muhammad Zafrullah Khan: If my Honourable
friend reads my speech in print later on, he will find that I have described
it quite correctly.

Mr. Bhulabhai J. Desai: Article 8 of the Agreement contains an artioler
which, on his own admission, is not an agreement. v

The Honourable Sir Muhammad Zafrullah Khan: T have not said that.

When you read my speech, you will find that I have described it quite
correctly.

Mr. Bhulabhai J. Desai: T have only one word more to say on the
question of tea. So far as tea is concerned, the countries affected by the
Agreement are Java, Ceylon and India and I think even an expert business.
man would not be able to separate the effect of the Agreement and say
what the effect would have been if the Agreement had not been made.
India is a debtor country and Britain takes at least 40 crores as pointed
out by the Honourabie the Finance Member for invisible services—they
are very invisible indeed! And we pay in the shape of our raw products..
It is unthinkable that India, if she had stood on her own ground, could
have been rushed into this Agreeinent as she has been. It always pays a
creditor to keep the debtor a solvent country, as was proved in the case of
Germany after the Treaty of Versailles. It is a matter of common know-
ledge that you cannot go on taking gold for the purpose of balancing vour
trade. A time must arrive when you must take other products, for gold
cannot be eaten. You can only preserve it for the purpose of backing your
currency. I, therefore, submit, that both in the initial stages in 1934 and
in the year 1936, there is a unanimity of opinion, which the Government of
India have not dared to contravert, in favour of an immediate notice.of the:
denunciation of this Agreement.
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Mr. K. L. Gauba: Sir, the Leader of the Dpposition usually likes the
final word on every subject of great occasion. Today, Sir, he has preferred
tc be the oracle of termination, but, I hope that he will at least concede
that the arguments that have been advanced in the last 35 minutes are not
the last word on an important subject of this character. Shorn of the ele-
gant phraseology of which he is a pastmaster, I am afraid, my friend, the
Leader of the Opposition, has not really met the case which is before the:
House. The case is not—as he seems to suppose—between the cuntinuation
of the Ottawa Agreement and the termination of that Agreement. Let us
be quite clear as to the issue before us. The issue now before the House
is whether this House is to denounce the Agreement, or to go into committee
on this question. The point put forward by the Commerce Member is:
this is a complicated case, this is a case in which there are a great deul of
figures on both sides; there are a great deal of considerations and a large
number of commodities. All these matters cannot be discussed on the
floor of this House. That was the point of the Honourable the Commerce
Member. Now, Sir, what is the answer of the Leader of the Opposition
to that? The T.eader of the Opposition tried to make out a case for a
termination of the Ottawa Agreement: and, what was that case? ‘‘The
United Kingdom is not seeking to terminate this Agreement. Therefors,
we should seek to terminate this Agreement.”” 1 submit that is neither
here nor there. Another argument advanced by my friend, the Leader of
the Opposition, was that ‘‘the Government should have examined the
working of this Agreement, and put forward recommepdations: since the
Government has failed to do so, therefore we should.terminate the Agree-
ment’’. 1 submit that the case before the House is really much more:
serious than that.

Mr. B. Das: You have not understood him.

Mr. K. L. Gauba: [ have understood him perfectly. My friend, the
Leader of the Opposition, will concede that those who differ from hiin are
as much interested in the welfare of the country as he is.

Mr. B. Das: What does your Lahore Chamber say ?
Mr. K. L. Gauba: I will come to that.

The value of a committee, and the desirability of a committee, should be
obvious to Members of this House. The other day, we had the Delimi-
tation Report placed for the consideration of this House. It was Pandit
Govind Ballabh Pant, one of the leaders on the Opposition side, who said,
and rightly said, that that was a complicated matter, involving many
considerations, and -that, ‘therefore, the matier should be considered in
committee, where members could interchange ideas in a manner which
they cannot do in this House. So far as the Ottawa Agreement is con-
cerned, it is an infinitely more complicated matter than the Delimitation
Report. The Government may have a good case or not for the continuation
of this Agreement. That is neither here nor there. I would ask the Leader
of the Opposition? Why do you burke an inquiry? Why do you shirk
an inquiry? After all, what do you lose by an inquiry? If the Govern-
ment give you an undertaking that the report of the committee will be
placed before this House, and this House will consider it, and that the
decision of the House will be carried out, why do you run away from an -
inquiry? Why do you fight shy of an inquiry?
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Ml KoL Gauba:] ‘ :

> Now, '1dt us tuke the other side of the question, namely, whether my
friend, the Leader of the Opposition, has made out a case for the termi-
nation of this Agreement. I submit, in this connection, Sir, that what we’
have to do today is to see whether there is a prima facie case, just a prima
faeic case, for a further investigation and negotiation. Tf there is such a
case, the necessity of a  committee becomes irresistable. I perfectly
agree that n mere historical investigation may be neither hére nor there,
but if the Government of India go further and say, that, on this investiga-
tion, they will negotiate as a result of the labours of this suggested
committee for further tariffs, T say, that is a valuable position which this
House should not throw away.

- Now, Sir, let us for a moment see—what is the best case made out
for the termination of the Ottawa Agreement? That best
‘case, I' submit, has not been made out by the Leader of the
‘Oppaosition ; the best case will be found in the ‘‘Note on the Ottawa Scheme
of preferences’’ from which he quoted-and from which 1 also propose to -
quote presently. ‘Now. the case there set out, in substance, is firstly that
the: United Kingdom has made more out.of Ottawa preferences than India
has. And secondly, that a policy of preference results in retaliation. by
other countries. ' The first ‘is a frivolous  argument. Now, so far as the,
seeond question goes, namely, the factor of retaliation, 1 would ask the
House to bear with me for just two minutes. Neither in the ‘‘Note on
Ottawa Scheme of Preferences’” above referred to is any indication given
us-to.what are. these retaliatory measures which are alleged to have been
taken as a result of the Ottawa preferences. Sir, a list of various Acts
passed by various countries was circulated by the Commerce Department
to Henourable Members the other day. In that you will not find a single
enactment which really covers the point so far as retaliation goes. Now
Siri if we:do not accept this report, I say, ‘‘well, throw it aside, throw
agide the statements of the Commerce Member and of the Government’’.
Now, let ug take Mn. Satyvamurti's statement. After all, Mr. Satyamurti
is a person on whose statement evervbody can relv. (Laughter.) What
does Mr. Satvamurti sav on the question of retaliation? Mr. Satyamurti,
Sir, circulated a confidential note for the edification of the Members of
this House: it wus marked confidential; but it eventually appeared the
next day.in the Hindustan Times. He says this. The question he asks:

“What has been the reaction of foreign countries to the Ottawa Agreement?”

He snswers the question himself, as follows:

‘‘The fall in our exports to foreign countries has been 8 crores of rupees, i.e.,
from 64 croves in 1932-33 to 56 crores in 1934-35, i.r.,, 22 per cent. But the whole of

this fall cannot be ascribed to the Ottawa Agmemnt ecause of the general depres-
sion 1n Furope and elsewhere of the exchange restriction, quota systems, tariffs, ete.”

: 1 P.M.

Well, Sis, I submit here is another prima facie point for investigation
by this Committee.

., Then, my friend, the Leader of the Oppomtlon referred to the ‘‘Note
011 :Ottuwa Preferences’’ by the Federation of the India Chambers of Com-
merce. I will refer to it briefly. . But, I do not know, Sir, whether
¥eu intend. to enforee.a time:limit so. for as my speech is eoncerned but.
anyway 1 presume thiere is a time-limit. Sir, the Leader of the Opposi-

tion _had 35 minutes, and, I Slr, l‘mght claim a little indulgence from

you . . .. oo i
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Mr. President (The Honourable Sir Abdur Rahim): The Chair does not
think the Honourable Member has a right to ask the Chair to exercise its.
d!scretzon in his favour.

Mr. K. L. Gauba: T was referring to the Note 'cn the Ottawa Scheme
of Preferences which was quoted by the Leader of the Opposition. He
referred to various commodities cited at page 71. He referred to the
‘commoditics where the United I\mgdom took less from India. He also-
.referred to certain of the commodities in which the United Kingdom took
more from India. There is a third class of commodities on the same page
of the report, viz., coffee and tobacco, where it is stated that India could
not improve her position. But, Sir, in this very report you will find the
explanations of the two cases referred to by my learned friend, the Leader
of the Oppoesition viz.. in the first case the explanation is given at page 72
where it is found that the reason why Indian goods did not get the fullest
advantage in the United Kingdom is because of non:empire suppliers
neutralising the ten per cent.  preference by the greater depreciation of’
their currencies. So far as coffee and tobzcco are concerned, the reason
given in the report is that:

““Certain factors which are permanent features of those particular ‘articles were-
1gnored by the Delegation. ' Indian coffee is of a superior type and not suitable for:
large-scale consumption in the Brmsh market’’.

Now, Sir, T submit that if that is the case, and it is the case, the
Committee can certainly recommend, and I am sure the Government of
India would negotiate on the recommendations of the Committee, that on
these articles, Tor these reasons further preferences are necessary, and
there is no reason why the Government of India should not be able to
get further protection for India on these articles.

. In this connection, I might very well refer the House to a book
““Revision of Ottawa’’ that was circulated to manv Honourable Members
written by Professor Ghosh, Reader of Economics in the University of Bom-
bay. TItisa book entirely devoted to the question of the Ottawa Agreement
Well, Sir, if some friends on the Congress Benches ‘feel that Mr. Ghosh is
a partisan, I will refer them first to his statement at page 65 relating to the
export of pig lead from India. Here he says:

“Our total exports and exports to United Kingdom declined between 1932-33 and-
1934-35. On the other band, exports to other countries increased.”

These remarks suggest that preference did not help us to increase our
trade with the United Kingdom.

Well, Sir, vou will see he admits that there was a decline so’ far as
that arlicle is concerned. Then, he goes further ard considers the other
commcdities and analyses them as Chambers of Commerce have done, in
order to see whether *]1ere "has been ar increase. His firal conclusions
‘are immortant. He continues to take a fair view of the case. He has
given the cases where India has and has rot gained as much as she might
have, and after considering all' facts on bofh sides he arrives at certain:
conclusions: these will be found on page 86. It cannot be said that he
is a biassed observer, or that he has any political axe, or any other axe to
grind, in the matter. What he says is this:

“Tt was found that in the case of an important eroup of commodities, e.g., ground-

nuts, which we had to dispose of largely ontside United Kingdom, British preference
was of little or sio. value to us. - In respect of another and equally important group-
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.«of articles, e.g., tea, however, this preference was certainly valuable to us some-
times in improving our position in United Kingdom relatively to foreign suppliers,
sometimes in defending it against other Empire producers. Moreover, though in
some of these cases our gains in the United Kingdom were at the expense of our
position elsewhere, there was a net improvement of our total exports”.

Then, finally, he comes to his conclusions. What are his conclusions
after considering the Ottawa Agreement in a fair and judicial manner?
After taking into consideration what India has gained and what India has
lost, he says:

“Thus it would not be to our interest to scrap the Agreement altogether. We
have to be satisfied, under. existing conditions, with mending it. As we have seen,
the defects of the present agreement themselves call for such a revision™.

Dr. P. N, Banerjea: Please read the third paragraph on page 87.

‘Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member himself can read it. Tet the Honourable Member go on with his
speech. -

Mr, K. L. Gauba: The paragraph in question does not help my friend,
Dr. Banerjea. Tt is not necessary to read it as I have got very little time
‘left to finish my speech.

I will ask you now, Sir, to consider the figures comparative of India
-under the working of the Ottawa Agreement with the figures of similar
trade iu similar years of other Empire countries. I will refer the House,
in this connection, to the figures prepared by the British Board of Trade
z#nd laid before the Empire Parliamentary Conference last July. Two
.statements were placed before us at the Conference and I will refer to
them. One is the total declared value of the United Kingdom Exports
to the ‘Ottawa’ countries during the years 1932 and 1934, and the other
is the total declared value of United Kingdom imports of merchandise
from the ‘Ottawa’ countries during the same period. Now, Sir, what
do we find? We find that the total value of exports of United Kingdom
exports to the ‘Ottawa’ countries during the years under reference, there
was an increase in the case of Canada by three millions, Australia six
millions. New Zealand one million, Union of South Africa 12 millions,
and Tndia 24 millions. The total value of imports during the same period
from the ‘Ottawa’ countries: Canada seven millions, Australia four
millions, New Zealand three millions, the TUnion of South Africa lost
trade by three millions, and India gained by ten millions. I say, from
these figures, that primg facic India has not done so badly out of the
contract as iny Honourable friend, the Leader of the Opposition, would
‘have us believe. Even as compared with other Empire countries working
during the same period of time!

T will now conclude by referring you, Sir, to the importance of my
particular amendment. My amendment presupposes the appointment of
a Committee. So far as the personnel of the Committee ir concerned, I
wonld beg of the House to put the personnel of the Committee completely
out of its mind. The Congress Party in this House was asked to nominate
its Memhers and T bhelieve the  Honourable the Commerce Member is
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perfectly willing at any time to have Congress representation on the Com-
mittee and if the Congress Party feel that they would like to have another
-seat, I am quite ready to give up my seat to them. But, Sir, I do feel,
that the most important party in the House should not shut its eyes to
the fact and say, ‘“No, we want to terminate; willy-nilly we are not
prepared to go into the facts under any circumstances’”. What I do
.consider about the Agreement is this. That the Government should make
it clear and should make it explicit that the report of the Committee will
be placed for the consideration of this House, for the decision of the House
:and whatever be the decision of the Committee, whether for termination
of the Agreement, or for modification of the Agreement or for negotiation,
the Government will faithfully and loyally carry out those recom-
‘mendations. A

Mr. S. Satyamarti (Madras City: Non-Muhammadan Urban): They
have already said so.

Mr. M. A, Jinnah: They have already made it clear.

Mr. K. L. Gauba: When the Government have made it clear, then 1
-see there is no answer which the Congress Party has for refusing o serve
-on the Committee. They have absolutely no answer for refusing the
-offer. (Applause.) With these remarks, I commend my amendment for
‘the acceptance of the House.

The Assembly then adjourned for Lunch till Half Past Two of the
Clock.

The Assembly re-assembled after Lunch at Half Past Two of the
<Clock, Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair.

Mr. Mathuradas Vissanji: Mr. Deputy President, in moving the amend-
-ment that stands in my name, I shall not waste much time in explaining
what my amendment seeks to achieve. It is a simple refusal to continue
-any longer the Ottawa Agreement, and desires Government to give notice.
of its termination, as required by one of the Articles of that Agreement.
And, lest, at any time in the future, another such Agreement might be
‘made to the prejudice of this country, without any knowledge or consent
on the part of this House, my amendment seeks to prohibit altogether
the making of any new treaty. with any country within or outside the
British Empire, except on a basis of perfect reciprocit'};, tmfi only after
previous consultation of this House. We do not desire, Sir, that any
new treaties of this kind be made, which would create powerful vested
‘interests in our country. The protection of these interests would impose
‘additional safeguards and restrictions upon the powers of the future
Government of India, which this House can never be a party to. The
purport of my amendment is, not so much to negative the very prin-
-ciple of a trade treaty; but to have such treaties, 3f we must hav.e
them, separately with each individual country, on a basis of perfect reci-
procity, and with the full approval of this House, so that no awk\vm'd
vested interests be created to our prejudice.
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And here let me reply very briefly to the charge miade by Mr. Gauba
that those who desire an immediate termination of the Agreement are
really shirking an ‘inquirv. We are not shirking an inquiry; ‘we do not-
want any, simply because we do not see any need for wasting any more:
time and sutfering further loss to our trade. There have been alreadyv two
or three official inquiries and reports by a Committee of ‘this House, and
by the experts of Government. There have been also Trade Commis--
sioners’ reports and all these more than serve the purpose of an inquiry.
‘Without wasting more time, and permitting more damage to our trade,
.we want to terminate it; and so there is ‘no need for a Committee.

This, Sir, is a proposition, which, in the opinion of all ‘the organisa--
tions representing the industry and commerce of this country, is indis-
putable. From that standpoint, it is needless to waste any more time,.
and inflict any more loss on the country’s trade, by such devices #s an.
investigating Committee. as the origina! motion seeks to dn. For. what,
Sir, can the Committee of the type suggestcd by the Honourable the:
Commerce Member ‘tell us that we do'not know, In‘ genefal ‘terms, al-
ready? As it is, we have had two special reports from the Director
General of Commercial ‘Intelligence and - Statistics on ‘the working of this
Agreement; ‘and the purport 'of both of these is eondemnatory, almost
‘without' qualification. Moreover, the Annual Trade Reviews, the Re-
~ports of the Trade Commissiohers’in this country and of this. country
abroad, make it evident beyond the possibility of misunderstanding, not
only that the trade of India has received no such benefit as some of the-
advocates -of the Ottawa Agreement expected; but has positively suffered
a setback, which all the sophistries of the special articles recently puh-
lished by the Director of Information cannot explain away. I, therefore,
think, Sir. the House need not waste a moment in disposing of this
question by such a dodge as' the appointment of anether Committee to
investigate into a matter that has ‘been discussed threadbare.

As already indicated, Sir, I shall adduce, in support of my argu-
ment, the cvidence only of the official authorities already referred to.
The three main grounds, on which I would condemn -unreservedly this.
Agreement, and would terminate it forthwith, are: that (1) it has ruinad .
our trade with other countries, and not benefited it with the countries
enjoying special preference even to the extent of compensating us for our
doss; (2) that it has interfered seriously ‘with our Balance of Trade by
favouring specially ‘countries - with which we habitually have a passive
balance, - at the expense of the countries with which we normally have an
sctive balance; and (3) by its very existence, it has prevented the de-
velopment of those dndian industries, which may be competing with the:
corresponding industriea of the countries enjoying preference in the Tndian
markets, or precluded them from developing to the full extent to which
they would have developed in the absence of such preference to their
most formidable rival; and so injured -the general - economic . position - of’
this country, for which the consequernces -of the Treaty afford .no . com-
‘pensation. : ‘ ' '

Taking these arguments Seriatim, there can be no dispute over t:,he
fact that the aggregate value, and even the volume, of India’s foreign
trade has substantially diminished. The post-war average of India’s - for-
eign seaborne trade is given in the latest Trade Review at 573 crores -of
stores and merchandise, while the corresponding total for 1934-35 is: given.



APPOINTMENT OF COMMITTEE TO EXAMINE OTTAWA TRADE AGREEMENT. 3321

by the same authority at 298 crores, or a fall of nearly one-half. The fall
is in reality much greater than it appears in terms of Rupees; for the”
gold value of our exports has fallen even more than that of the imports ;-
and so, the general decline in the value or volume of Indian trade is
much more substantial than appears from those figures.

Not all this decline is explained away, despite the heroic efforts of the
compiler of the special articles of the Director of Information by the:
existence of special conditions or policies in other countries. For, forms
of Economic Nationalism were in operation in the Europeun countries,
America and Japan, even before the great depression began. Yet they
had not affected the trade of this country in a downward direction, until’
the United Kingdom went off gold, and ceased to be a free market that
it was before the imposition of import duties and a Protectionist Policy
in general in that country. The real reason why our trade has, since-
1931-32, been particularly adversely affected lies, according to the dis-
closures of the authorities already cited, in that policy of restriction, pro-
tection or preference—call it what you like—which Britain adopted in-
1932 for her own insular reasons. She compelled this country to follow.

.this policy, so that other countries, formerly trading handsomely with:
us, have been obliged perforce to curtail their purchases in this country,
because they cannot sell their products to this country on anything like
a fair exchange basis.

Let me, at this point, dispose of one of the sophistries of the official
propagandist in favour of this Agreement. He admits, in the second
article of the series, that even compared to 1981-32, the total value of
cll Indian exports has fallen by about 3} per cent. in 1934-35, the ex-
ports to the United Kingdom improved without, however, making up for
all the loss suffered by India because of the preference granted to that
country. While the total exports fell from 157.6 crores in 1931-32 to
152.89 crores in 1934.35, the improvement in regard to exports to the:
United Kingdom of 5.81 crores was more than counter-balanced by the
decline in exports to other countries from 114'7 crores to 104:3 crores.
While the total value of gll exported articles enjoying preference was
110.93 crores in 1931-32, and 94.41 crores in 1934-35, the exports of these
articles to Britain were, in the same period 83.3 crores, and 36.7 crores
respectively; while with other countries, the exports of these same-
articles varied from 77-63 crores to 57°70 crores. In other words, in the
preferred exports, while we improved our trade with the United Kingdom
by some 3.4 crores, we suffered a loss of nearly 20 crores with other
countries in these same articles.

The same tale is repeated in non-preferred articles, also with a more
lurid light on the working of the Agreement. Ths total exports of these
non-preferred articles were Rs. 46.63 crores in 1981-32, and _57.98' crores
in 1934-85, actuslly an improvement without the very dubious aid of
Imperial Preference. Britain herself took, of these non-preferred goods,
9.58 crores worth in 1931-32, and 11.36 crores worth in 1934-35, while
other countries took 37.05 crores in 1931-32, and 46.62 crores worth in
1934-35. If these figures teach any lesson, they_ show.that preference
within the Empire is by no mesns necessary for 1mpro.ymg'the trade 9f
Indis. The fiscal policy of other countries has always aimed at economic
nationalism, which however did not prevent them from buying India’s
foodstuffs and raw materials, to keep up their own industries,

o



3322 LEGISLATIVE ANSEMBLY. [26TH Marcn 1936.

[Mr. Mathuradas Vissanji.] /

Coming to my second argument, I may give here some statistics of the
ruin of our favourable position in respect 'of the Balance of Trade, which
has turned this country, from being a heavy importer of specie, after meet-
ing all current obligation on account of her ‘‘invisible Imports’’, into as
heavy an exporter of gold. With the United Kingdom, we always held
an unfavourable balance of trade; and this Agreement has done nothing
to alter that. Our adverse balance of trade with the United Kingdom
was:

Rs,
in 1929-30 . . . 365 crores.
in 1931-32 . . . 2:0 ,,
in 1932-33 . . . 11-8 ,,
in 1933-34 . . . 03
in 1934-35 . . . 6-2 ’s

To meet this adverse Balance of Trade, and a still heavier adverse
Balance of Accounts, we must have favourable balance of trade with,
other countries. Now, it is an irony of fate, Sir, and the peculiarity of
this Agreement, that, precisely those countries with which our trade is,
on the balance, favourable to this country, are penalised; while the
United Kingdom—whose trade and other dealings with us do not leave
a favourable balance at all—is benefited. While our favourable balance
of over 10 crores with Germany in 1929-30 was converted into an un-
favourable balance of 8.1 crores in 1984-35, favourable balance with other
countries was reduced by from 75 per cent. to 33 per cent. as the fol-
lowing figures would show:

Ba'ance in crores of Rupees,
1929-30. 1934-35,

Nether'ands - . . . 4-9 1-2
Be'gium . . . . 54 2-0
France - . . . <1202 3-7
Italy . . . . . 4:6 2-7
Japan . . . . . 8-7 3-3
U.8.A. . . . . . 18-6 4°5

This is inevitable, when we remember that, while the exports of
Indian merchandise have fallen as compared to the 1929-30 level from 310-8
crores to 151°2 crores in 1984-35, or by 52 per cent., imports into India
have fallen from 238.9 crores to 131.1 crores in the same period, or by
about 45 per cent. The imports from Great Britain and non-Empire
countries show the same tendency in a still marked degree. The imports
from the United Kingdom were Rs. 44.8 crores in 1929-30, and Rs. 53.7
crores in 1934-35 or an improvement of 86 per cent. while those from
other countries have declined from 69.8 crores to 66.9 crores or a fall of
nearly five per cent. Under these conditions, our balance of accounts
must be inevitably prejudiced against us. ’

I have already referred to the statistics of Indian exports receiving
preference in the British markets. I will not retail here the tale of the
several articles, which were supposed, at the time this Agrcement was
boosted, tq broaden considerably their market in the United Kingdom,
but which have sadly belied all expectations of their sponsors. Whether
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it is the case of Indian rice, wheat, seeds, coffee or similar articles, there
is everywhere the same disappointment. The reports of the Trade Com-
missioners are far too eloquent in this regard to need any repetition. Des-
pite his resolve to prove an impossible case, the compiler of the special
series of articles is unable to deny this feature, nor prevent the disillu-
sionment that must naturally arise in every dispassionate eye contem:
plating such evidence. Britain has never foregone her right to buy in the
cheapest market, preference or no preference. All that this Agreement
was intended to achieve was to improve the trade of Britain and the
markets for her industries unable to compete on equal terms with her
new rivals. And this the Treaty has eminently accomplished—no matter
how the Indian trade and industry fare in consequence. I would not,
Sir, have objected to such an arrangement if, as a result thereof, both
India and Britain had gained equally or at least substantially. But
when we find, as these figures show, that the gain is wholly for Britain
and the damage is exclusively to India. no fair-minded person can ex-
pect us to support or continue this one-sided Agreement. To Britishers
this may not be a very serious question. But to us, in this country, the
phenomenon cannot but give food for furious thinking; and, were there
no other reason, I would submit, Sir, that for the injury this kind of
Agreement works upon India’s nascent industries, it must be condemned
and never resorted to until our indigenous industry has grown to the full
stature that its inherent advantages afford it.

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member has one minute more. .

Mr. Mathuradas Vissanji: T will finish it, Sir. Because of prefer-
ence to British competing industry, Indian industry either cannot grcw
to the full size, or, if it does succeed in marketing the whole of its out-
put, it must do so in subordinate co-operation with the products of the
senior partner in the firm of John Bull, Unlimited. And because our
industry cannot grow, under this handicap, to its full legitimate stature,
our labour must remain unemployed, our agriculturist over-burdened, even
our capital lacking in suitable and profitable investment.

For these reasons, Sir, I think it is useless for us to waste any time
upon a further examination of the dire consequences of this precious
Agreement, but we should forthwith terminate it, and refuse to conclude
any new treaty with Britain, or any other country, except on 2 basis of
perfect equality and reciprocity, and after consultation with this House.

Seth Govind Das (Central Provinces Hindi Divisions: Non-Muham-
madan): Sir, I rise to support the amendment moved by my Leader,
Mr. Bhulabhai Desai; and, in doing so, I will not have any other con-
sideration before me, but the only consideration whether this Trade
Agreement has been in the interests of India or not. The Honourable
the Commerce Member, in his speech, dwelt st great length upon the
history which resulted in. this Agreement. He said that the principle
upon which this Agreement is based was being advocated since the year
1903, and it was on that principle and that principle alone that this
Agreement has been made. Now, as far as the historical facts are con-
cerned, I am one with the Honourable the Commerce Member. 1 admit
these facts, but the question is: who wanted this principle to be ac-
cepted—the British Government and their agents, I mean, the Govern-
ment of India, or the real representatives of the people of this land?

c2
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The principle of Imperial Preference on which this Agreement is:
based was being advocated since the year 1908 by the British Gov-
ernment and the Government of India; but, as far as we are concerned,
as far as the representatives of the people of this land are concerned, as
far as the commercial opinion of this country is concerned, we have all
along been opposed to this principle of Imperial Preference. At the time
when the protection was given to our steel and textile industry, we made-
it clear that though we were agreeing to give some preference, in return
for the preference to our industries, it shoyld not be presumed that we:
were accepting the principle of Imperial Preference. I admit that in the
year 1903 the first effort was made. . . .

Mr. M. S. Aney (Berar Representative): Lord Curzon himself repudi--
ated. it.

Seth Govind Das: Yes, and, later on, the Fiscal Commission also op--
posed it. On page 132 of their report, the Commissioners clearly say
that India cannot grant extensive preference without serious loss to her--
self. Therefore, as far as historical facts are concerned, I want to em--
phasise that we have all along been opposed to this principle of Imperial
Preference.

The Honourable the Commerce Member said very little about the
working of this Ottawa Agreement. He said that the whole thing should’
be referred to a Committee, and my Honourable friend, Mr. Gauba, also-
repeated the same thing. I think a weaker case was never placed before
this House. Now, I wonder how the Honourable the Commerce Member
says that the working of this pact has not been examined. The working
of this Agreement has been examined by every commercial institution in-
this country, worth the name. Every Chamber of Commerce in this.
country has examined its working, not superficially, but in detail; wilF
the Honourable the Commerce Member point out to me any one such in-
stitution which has pot condemned the Agreement? It has been con--
demned by every institution which has anything to do with the com-
mercial life of this country; and I do not see what useful purpose it wilF
serve to appoint another Committee to examine this Agreement. The
Honourable the Commerce Member shuddered to think as to what would
happen to the trade of this land if this Ottawa Agreement was scrapped.
Let me point out to him that the heavens are not going to fall. In his:
enthusiasm to support this Agreement, he altogether missed the point.
that the Agreement was more in favour of Great Britain. . . .

Mr. N, V. Gadgil (Bombay -Central Division: Non-Muhammadan
Rural): Entirely in favour. '

Seth Qovind Das: . . . . was entirely in favour of Great Britain, as
my friend, Mr. Gadgil, says. Here I wish to quote what the Right
Honourable Mr. Thomas. Secretary of State for the Dominions, in his
foreword to the Imperial Trade Number of the London Chamber of
Commerce Journal of October, 1985, said. He says:

“The Ottawa Conference may, I think; be fairly claimed as having marked, not.
only the beginning of a new epoch in gar trade relations with the other parts of
the Biitish Empire, but, the turn of tide so far as this country, Great Britain, is
concerned. After a long period of .acute trade depression, it is- interesting to note

that the value of our exports of domestic produce to the four dominions, that is,
Canada, Australia, New Zealand and the Union of South Africa, and to India rose
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from rather less than £89 millions in 1932 to something over £124 millions in 1934,
and this.at a time when values were on the whole declining rather than increasing’.

. And Colonel John Colville, Secretary of the Department of Overseas
Trade, announced in the course of a speech that the United Kingdom
«exports to the Empire have increased by over £20 millions per anmum in
the two years following the Ottawa Agreement. I cannot understand, in
view of these circumstances, why the Honourable the Commerce Member
‘should be so anxious about retaining this Agreement and why he should
alone think that if this Agreement is done away with, we are going to
suffer. As the Honourable the Mover of the amendment said, when this
is once terminated, then the time will come when we shall be in a position
to negotiate fresh agreements which are in the interests of India, not only
with the United Kingdom, but also with other countries.

Although the Honourable the Commerce Member did not say much
about the working of this Ottawa Agreement, I want
to examine its working. We find that this Agree-
ment, since it has been entered into, has spoiled our trade relations
with other countries, and this is proved by the fact that our imports from
«other countries than Great Britain have been falling, and falling to a very
-great extent. I do not want to tire the patience of the House by quoting
many figures, because I see that only ten minutes are left to me. How-
ever, the following figures will show the relative percentage of imports
into this country from various other countries:

3p. M.

Figures giving relative percentage of imports into this country.

Countries. 1931-32. 1934-36.
United Kingdom . .e . . 35-5 40-6
Japan . . . 2-6 157
‘Germany . . . 81 7-8
America . . . 10-2 64
Ttaly . .. . . 2.8 23
'Konya and Zanzibar . . . 2-9 2-4
<Ceylon - . . 1-1 1
<hins . . . . . 2:2 1-6
Belgium . . 2-4 16
Austria Hungary . . -6 5
Francé . . . . 1-7 1-2
Btrait Sett'ements . . . . . 2-3 2:3
Java . . . . . . . . 3-8 | 1-4
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This, Sir, is the condition of the imports into this country. Frem this
it wili be quite clear that so far as the imports from other countries are
concerned, they are diminishing. Now, what do we find as far as Japan
is concerned? The imports from Japan have increased, and the reason is
that we could conclude an agreement with the Japanese. If we had been
in a position to enter into agreements with various other countries, we
would have been able to buy more from them and also sell more to them,
and the condition of our trade would not have been as bad as it is today.

Now, Sir, what do we find about the imports and exports from Great.
Brituin after this Agreemient was entered into? We find that ‘imports:
fromn the United Kingdom into this country have considerably increased,
while our exports to the United Kingdom have not increased to the same
extent. The following figures will prove that fact also:

In 1981-52, the imports into this country from the United Kingdorm
were 45 crores, and exports were 45 crores.
In 1933-34, the imports were 48 crores, exports were 47 crores. -
In 1934-35, the imports were 54 crores, and the exports were 48 crores.
These figures show that while their imports have inereased by about
nine crores, our exports have increased by only three crores. . Before this

Agreement was made, their imports into this country were gradually
diminishing. That also we see from the following figures:

Imports from the United Kingdom into India.

1929-30

. . . . . . . . 108 crores,
1930-31 . . . . . . .. . 61 ”
1931-32 . . . . . . . . . 45 s

Now, Sir, we find that by this Agreement, Great Britain has achieved
all that she wanted, while we could not achieve anything. DBefore this
Agreement was made, we find that all along they were losing their markets.
They have now been successful in establishing their markets again, while
we have not been able to do so. I admit, Sir, that there has been some
increase in owr exports, but then this increase has not been due to the
Ottawa Pact alone. If the preference owing to the Ottawa Pact had been
responsible for bringing about an increase in our exports to the United
Kingdom, how. is it that there is a greater percentage of increase in non-
preference goods as against a preference gcods? Batween 1932-33 and
1934-35, our export trade to the United Kingdom in preference gocds in-
creased from 29,78 lakhs to 86,71 lakhs, that is by about 24 per cent.,
whereas, our export trade tc the United Kingdom in non-preference
merchandise increased from 7,09 lakhs to 11,86 lakhs, that is by about 60
per cent. This shows clearly that it was not due to preference that our
export tradz has increased with the United Kingdom, but, due to severaf
other reasons, and, secondly, even though we may welcome our exports to.
the United Kingdom in preference articles, we have to admit that the
small increase of only about three crores has been mainly responsible for
a loss of nearly rupees 20 crores worth of trade with other countries. 1t
is pointed out that the fall in our exports to other countries was not due to
the Ottawa preference, but due to certain independent and inevitable
causes and that India should, on the contrary, thank England for filling:
up this deficiency. But if that was so, why was it that our exports to
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other countries declined only in case of preference articles, and not in the
case of non-preference goods? There was in fact an increase of about
Rs. 950 lakbs in India’s exports to other countries so far as non-preference
geods were concerned. Thus, our exports to other countries thun the
United Kingdom fell by 20 crores in prerference articles and rose by 9.5
crores in non-preference articles. This may be taken to be a conclusive
evidence of the fact that the increase in our exports to the United
Kingdom amounting to about three crores has been instrumental in
diminishing our export trade to other countries by about rupees 20 crores.

Now, Sir, as far as India is concerned, we are exporting to non-Empire -
countries more than to Empire countries, and this will be clear from the-
following figures:

Relative percentages of India’s exports,

Year, Empire. Non-Empire.
1931-32 . B 44-2 56-8
1932-33 . . . 458 54-2
1933-34 . . . 46-2 53-8
1934-35 . .. 45-2 548

Therefore, Sir, we have to look forward for our exports tc other coun-
tries, and this Ottawa Agreement is no doubt against cur trade relations
with other countries, and it has not given us any advantage which it pro-
fessed to give at the time when it was made. As I pointed out in the
beginning, I wish to deal with the question from one point of view alone,
and that point of view is whether this Trade Agreement is in the interests
of India or not. Now, we have seen that it is not to our advantage as far
ag the United Kingdom is concerned: it is not to our advantage as far as
the other countries are concerned, and I don't see how it can be said that
this Agreement should not be scrapped. '

It was stated, Sir, that this House had accepted this Agreement in
those days, but Government knows. and knows very well that in those
days this House was not of a representative character. The people who
were sent as our delegates were . . . . .

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honocurable
Member’s time is up.

Seth Govind Das: Only ore minute more, Sir. The people who were
gent there to negotiate the Ottawa Trade Agreernent were not the real
representatives of the people. They again stood for election, and their
defeat shows clearly that they were not the real representatives of the
people. Therefore, Sir, as far as this House is concerned, we cannot do
better than ask the Government to bury this Trade Agreement and bury it
as deep as possible, so that it may not have any chance of reappearance.

Dr. P. N. Banerjea: The question has been asked, who wunted the

- Ottawa Agreement? The answer is, not surely India, but Britain. And
why did Britain want it? Because Britain is the land of a practical

people, a people who 'are guided, not by sentiment, or theory, but by

enlightened self-interest. In the 16th, 17th, and 18th centuries, Britain

found that a protective policy suited her requirements, and she protected
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ther interests against India and other countries. In the 19th century
England found that free trade suited her better and she forced that policy
on India. After the European War Britain found that a free trade policy
‘was not. quite adequate for her any longer and, thercfore, she not only
.adopted a protective policy, but desired to enter into arrangements with
India and the Dominions of the British Commonwcalth of Nations. I do
net wish to refer to the past: it would be better for us if we could forget
the past and confine our attention to the present und the future. Nor
should we at the present moment allow ourselves to be influenced by
political views, although political economic questions are often very closely
inter-related. .

At the time of sending a Delegation to Ottawa, the Government of
‘India stated definitely that they had no desire to put changes into effect
unless the Legislature was satistied that these were ‘‘in the interests of
India’’. It is our duty now to examine the effects of this Agreement from
this stand-point and none other, and for this purpose 1 shall apply a few
:gimple tests.

A distinction was drawn in the report of the Indiaun Delegation between
““‘Imperial Preference’’ and ‘‘reciprocal preference’’. But what is recipro-
c¢ity? It implies equal economic advantage to Loth the parties to an
agreement. 1f we apply this test to the Ottawa Agreement, what do we
find? For the purpose of this examination, I shall confine myself to. the
official Report presented by the Director of Commercial Intelligence. It
-appears from Tables II and III of this Report that, while imports into the
United Kingdom from India of articles enjoying preference increased from
:28-6 million pounds in 1931 to 307 millions in 1934-35, that is to say, by
T4 per cent., imperts into British India from the United Kingdom of articles
enjoying preference increased from 12.6 crores to nearly 17 crores, that is
:to say, by 34 per cent. Where, then, is the quid pro quo—I ask. Evi-
dently, the United Kingdom's gain from the preferentiul system was much
:greater than that of India. Now, it may be argued that this disparity
in benefits was not due to the preferences given. In order to refute this
-argument, [ would refer to Tables 1V and V of the Report from which it
will be found that, as regards articles not enjoying preference, the importa
‘into the United Kingdom of Indian goods increased by 39.7 per cent. while
‘imports into India of United Kingdom goods, not enjoying preference, in-
creased by only 14.4 per cent. This indicates the normal trend of trade
relations between the two countries. It also clearly proves that the
‘increase in preferred imports into India from the Unitel Kingdom was due
‘mainly—if not wholly—to the preferences granted, but the incresse of

" -preferred exports to the United Kingdom from India was due, to a very
‘large extent, to causes other than those relating to preferences, the limited
field of available sources of supply, quality and price.

“This brings me to the second test bv which we may judge the Ottawa
‘Agreement, namely, what would have been the consequences to India if
-she had not entered into the Agreement? For this purpose, let me com-
‘pare—rather contrast—the increase in non-preferred imports into the United
Kingdom from India with that in the preferred imports. The former,
‘namely, the non-preferred imports from India, 2 I have already pointed
-out, increased by 39.7 per cent. while the latter, namely, the preferred
‘imports, increased by only 7'5 per cent. This shows that the United
XKingdom imported, irrespective of preferences, articles from India which
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were necessary for her own requirements. This also shows that the argu-
ment that Indian exports to the United Kingdom would have suffered in
the absence of any agreement is without any value. Now, let us look at
the other side of the shield. The large increase of preferred imports into
India from the United Kingdom (34 per cent.) as compared with the small
increase (14.4 per cent.) of the non-preferred imports proves that, in the
absence of a preferential agreement, India would have taken a smaller
gnantity of goods from Britain. Thus, on a balance, India would not have
suffered any loss. It may be argued, as my Honourable friend, Sir
Muhammad Zafrullah Khan, has argued, that, if India refuses in future
to continue the Agreement, then Great Britain will retaliate against her
and levy portective duties on her goods.

The Honourable Sir Muhammad Zatrullah Khan: I did not say, retaliate,
but I said that the effect of it would automatically be that commodities
and goods that are not mentioned in Schedule I to the Import Duties Act
;vl_ould become subject, under that Act, to the duties laid down in Schedule

Dr. P. N. Banerjea: I stand corrected. But such fear is groundless,
for India’s articles are required for Britain’s consumption as fond and as
raw materials for industry, and it is not likely that Britain will be so foolish
and perverse as to inflict a great injury on herself in order to have the
pleagure of intlicting a much smaller injury on India.

The third test by which the dttawa Agreement can be judged is, what
i8 the amount of expansion that has taken place in the export trade of
India? The official protagonists of the Agreement repeatedly assured the
country that an expansion of trade would foilow India’s participation in
the Ottawa Pact. Table I of the Official Report shows that the total value
of India’s exports to all countries of articles enjoving preference slightly
increased in 1933-34 as compared with the total value in 1932-33, but in
1984-35—a full year in which the preferential system was at work—there
was a definite set-back, the actual value being even less than that in the
pre-preference year 1932-33. But the value of the export trade in articles
enjoying preferenee to the United Kingdom improved substantially in 1933-
84. This proves that, instead of there being an expansion in the export
trade of India, there waa a mere diversion of the course of this trade from
non-Empire countries to the United Kingdom. I cannot regard this as
a source of much satisfaction to India. '

Now, this question of diversion of trade raises some very serious
problems. Not only does it not indicate any net gain to India but it
involves a two-fold danger to the country. In the first place, it tends
to lead to a contracton of markets for Indian goods, not only for the
present but also for the future. Secondly, by limiting competition among
the buying countries for Indian goods it places India at a disadvantage as
regards prices. Thus, the consequences of her increased dependence on
one market may easily prove disastrous to India.

The fourth test is the effect of the Pact on non-Empire countries.
‘The trade of India with non-Empire countries is of greater value and im-
portance than the trade with the Empire countries. Her exports to
non-Empire countries were worth 83 crores in 1934-35 as against 71 crores
to Empire countries, while her imports from non-Empire countries
amounted to Rs. 67 crores as against Rs. 65 from Empire countries. Now,
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the question is, can India afford to risk retaliation by non-Empire countries:
for the remote contingency of a very doubtful benefit arising from the
preferential system at some distant date? I hope the answer of the House
will be an emphatic ‘No’. As British statesmen have repeatedly observed,
trade is a matter of goodwill. The working of the Ottawa Pact, during
the last two years, has already diminished the goodwill of non-Empire
countries towards us as shown by their reduced purchases of Indian goods.
Besides, it can hardly be regarded as natural that if India purchases less.
from non-Empire couniries owing to the preferential system, they will
purchase more from her.

This leads us to the fifth test, namely, the balunce of trade. India’s
external obligations make it incumbent upon her to put forth her utmost
effort tu secure a substantially favourable balance of trade. Now, if we
consider India’s balance of trade with the United Kingdom, we find from
Table VIII of the official Report that in 1933-34 there was an even
balance, but in 1934-35 (a full year of the preferential system) the balance
was adverse to India by five crores. As India’s obligations are mainly to
the United Kingdcm, one would have naturally expected that the United
Kingdom would ensure a favourable balance for India but the fact is just
_the reverse. India’s favourable balance of trade with Empire countries,
other than the United Kingdom, was 13 crores and six crores respectively
in 1933-34 and 1934-85. She had a favourable balance of trade with non-
Empire countries to the extent off 22 crorew in 1933-34 but, unfortunately,
it dirinished to 16 crores in 1934-35. This discloses a very serious state
of things. During the last five years, India has met her external obli-
gations by exporting gold, but her stock of the vellow metal is not limit-
less. Therefore, unless India is able to secure a large trade balance im
her favour she will be on the verge of bankruptey and ruin. The Ottawa
Pact has failed to give her this balance and India must now look to some:
other measures for the attainment of the object.

The sixth test is the effect of the Pact on public finunce. It is a well-
known fact that a reduction in the rate of an import duty causes a fall
in the revenue, though not necessarily in exact proportion to the redue-
tion. Under the Ottawa Pact the duty, on a large number of imported
articles, has been reduced by ten per cent. Naturally, therefore, the
annual revenue derived from these articles has been less than what it
would have been if the reduction had not been made. It is difficult to
estmate exactly the loss in revenue on this account; but roughly speaking,
it may be said that the annual loss is not less than one crore of rupees
a year.

The seventh or the last test is the effect of the Agreement on the
industrial develepment of the country. On this question, it was observed
in the official report for 1933-34:

“There is not much material available from which to arrive at any definite con-
ciusion regarding the effect of the preferences on Indian industries as many of these
industries are what may be termed ‘small scale’ without any organised association
of establishments and it has not been possible to obtain much statistical material

relating to their progress. The large industries in India are hardly affected by the
scheme of preferences.”’

Now. 8ir, I must say that these observations cannot be considered
to be satisfactory. As preferences have been granted almost exclusively
to the manufactured goods of the United Kingdom, the encouragement
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given to certain classes of manufactures cannot fail to serve as a dis--
couragement to the production of similar manufactures in the country.
On the other hand, the preferences which India has received relate mostly
to raw materials. The negotiators of the Ottawa Pact failed to take note:
of the important prineiple laid down by the Fiscal Commission, namely,
that the ‘‘economic advantage derived from the preference tends to be:
more important in the case of manufactured goods than in the case of the-
raw materials’’. So far as the small and cottage industries are concerned,
they were practically ignored in the framing of the scheme, with the-
result that only a few of them received some benefit while most of them
were adversely affected. As instances, I may mention the case of the bell-
metal industry and toilet requisites.

I may be permitted to draw the attention of the House to two other-
defects of the Ottawa Agreement. In the first place, it is a multi-lateral
arrangemsnt and-as such it involves considerable complexity in regard to-
its effect on different parties.

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable-
Member has got one minute more.

Dr. P. N. Banerjea: I would ask for some slight extension of time,.
and T assure you I will not be irrelevant.

Secondly, under this arrangement uniform rates of duty are levied with--
out taking into detailed consideration the special requirements or diffi-
culties of the trade in different articles. What is needed in these days
‘of economic nationalism is, that India should conclude bilateral treaties
with diffcrent ccuntries bearing fully in mind the needs of the country
not only with reference to her raw materials but also her finished goods.
manufactured on a small as well as on a large scale. .

Sir, the time at my disposal will not permit me to enter into a detailed’
examination of various articles; but if it were possible, I would be able-
to show that the conclusions would be the same as those already arrived
at, namely, that the loss to India has outweighed the igain, and that, there--
fore, there is no justification for continuing the present arrangement. My
authority for holding this view is the official report itself prepared by my
Honourable friend, Dr. Matthai, whom I am glad to see here this after-
noon.

Sir, one word more before I conclude my observations. The Director
of Public Informetion has, in a series of articles, attempted to carry on:
a sort of propaganda in favour of the Ottawa Pact. I shall not like to-
go into these articles, but I cannot help remarking that the method of
treatment adopted by him is extremely partial and that he has sought to-
cloud the issues by thrawing a smoke-screen on the whole subject. I am
glad, however, that the Government have thought fit to place before us an

.additional book containing-up-to-date statistics and I congratulate them om:
their enterprise. But if we go into these figures, we find that the results
are practically the same. No other conclusions are possible.

Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable:
Member has one minute more.
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Dr. P. N. Banerjea: Sir, I would urge this House, as the custodian of
the economic interests of the country, to accept the amendment moved by
the Honourable the Leader of the Opposition. I desire, however, to make
it clear that our trade relations with the United Kingdom are of the utmost
importance at the present moment and are likely to continue to be so
for a long time to come. But it is also necessary that India should con-
.clude trade treaties with other countries, such as France, Germany and
the United States. I wish to lay particular stress on the desirability of
«concluding a trade treaty with the last-named country, for the United
‘States has consistently imported more from us than she has exported to
us, and because it is a fact that the United States is not merely a manu-
facturing country but is also an agricultural country. Various difficulties
and complexities arise in entering into agreements with countries outside
the United Kingdom so long as the Ottawa Pact remains in force. It is for
.this purpose and not for the purpose of showing any ill-will to Britain that
I urge the Ottawa Agreement be termninated and a fresh agreement, if
‘possible, be entered into with Britain after a careful examination of
the needs of the two countries. (Applause.) -

(AN

Dr. John Matthai (Government of India: Nominated Oﬁicial):(‘ Mr.
Deputy President, one of the rather unfortunate features of the Ottawa
«dispute, particularly in the stage which it has now reached in this country,
‘is the way in which the fairly simple and straightforward|issues, that are
involved in it, have been obscured and distorted by the enormous mass
-of highly emotiona! literature that has gathered around it. (Hremrr=hear)
"Those of us who have tried to follow the history ofh’ parliamentary con-
troversies in England, particularly in the hectic days of party govern-
ment, will remember that there were two questions which used frequently
‘to come up for discussion, both of which were questions which lent them-
selves',admimbly to discussion on a rational basis, but upon which, for
‘some queer and incomprehensible reason, those who took part in them
-appeared to do almost nothing but emotionalize. One of these questions
was temperancg_f and the other was tariffs. Now, Sir, this question of
Ottawa is essentially a question of tariffs and 1 cannot help feeling, when-
.ever I examine the literature which has acecumulated on it, that the main-
:spring\of a good deal of the controversy is not a reasoned examination of
facts but, if I may say so, a somewhat mis-directed enthusiasm for certain
irrelevant causes.

Now, Sir, I think that probably[ the most satisfauctory way of dealing
with these questions, particularly with reference to the motion which is
now under consideration, is to try and ascertain what precisely is the
:scope and purpose of the Agreement|which was concluded at Ottawa.
I do not believe it is possible to arrive at anything like a reasonable con-
-clusion_on this question unless we have a fairly clear idea of the scope
-of thej,Agreement which was inaugurated at Ottawa. As I look at it,
what They attempted to do, in this Agreement, was to try and preserve, .
-and if possible to stimulate, empire trade, at a time when|all the forces
that were working upon international trade were making in the direction
-of a continued and perceptible shrinkage in trade. At a time when
the whole world seemed to be influenced by forcesg working in' that diree-
tion, people who represented the countries included in this Agreement
<ame together and addressed to themselves this question: ‘‘In the midst
of thiz general cataciysm, are there any means by which, so'far as the
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countries which we represent are concerned, we could try and preserve:
and if pqssible to increase such part of the trade as exists between our
countries?”’ Well, unless we keep this aspeé‘f{[ of the case clearly in.
mind, it seems to me we shall never reach a salisfactory and reasonable-
conclusion upon this question. Now, Sir, the scope of this Agreement,

in the first place, is confined| to certain specilied countries. That is.
perfectly obvious. The scope of it is confined also to a certain group of’
articles; it does not cover the whole range of the articles, entering into-
the tradefof the United Kingdom or of India. It relates only to a certain
group of articles. I admit it is a large group, but it is a definite group:
of articles which we, in this |discussion, have described generally as pre--
ferential articles. As my Honourable friend, Mr. Gauba, pointed out,

as far as the question of consultation with a view to renewal as against
denunciation is concerned, the issue i§)this. Is it possible to make out
a prima facie case that this particular objective of the Ottawa Agreement
has been to a reasonable extent fulfilled? If a prima facie case can be-
made out)that, consistently with the limited scope of the Agreement, a

reasonable measure of success has been achieved, then, I submit to the-
House, with very great respect, that the case for denunciation vanishes

into thinfair. If there is a prima facie case that a fair measure of success

has been achieved by the Ottawa Agreement with reference to the limited

scope of that agrcement, then it seems to me\that the bottom is knocked’
out of the motion for denunciation. It is from that point of view that

1 propose to approach this question.

Now, the first fact, to which I would like @invite the attention of’
the House, is this. If you examine the figure¥ relating to our export
tfade, in the artictes covered by the Ottawa Agreement, to the countries
included in that Agreement, you will \ﬁnd that since the Agreement was
concluded, there has been a perceptible increase in our trade. Our export
trade in the preferential articles to the United Kingdom during the
period covered by the Ottawa Agreement [shows a perceptible increase.
Now, Sir, I do not for a moment suggest that that fact by itself is decisive.
(Hearfesry  Whether it is or not, that ought to be the starting point
for our consideration |of the case. The increase in our export trade to
the United Kingdom in preferential articles offers a first indication that
he Agreement has worked on the whole in the right direction. But, as
IJsay, it is not itself a decisive factor. That question has got to be-
considered in relation to the various limiting and quaiifying considerations
which Honourable Members during the course of the debate have pointed
out. The Honourable the Lieader of the Opposition made the point
that although our figures might show an increase in our export trade in
preferential articles, the United Kingdom, on the whole, has benefited
morefthan India. I do not profess to be able to offer a complete statisti-
cal demonstration with regard to this question. It is not a question on
which it is possible to get complete statisticai information.| There are
various uncertain factors which would invalidate any conclusion we might
reach. All that we can do is to offer indications. My Honourable:
friend, Dr. Banerjee, tried to contest the point that we havg benefited
equallv with the. United Kingdom on the besis of percentages. From a
fairly long experience of statistical work, both academical and in relation:
to practlcal fields, I have reached a stage where I regard, percentages.
-with extreme susplclon —_—D = > —_—

Dr. P. N. Banerjea: Then do not publish such statistics at all.
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Dr. John Matthai: I think T would rather build my case on absolute
values than on percentages. If you take the last year for which we have
.complete figures, the year 1984-835, and compare the figures with those
for the year just previous to the inauguration of the Ottawa Agreement,
I think, on the whole, the indications are that such advantages as have
proceeded from the Ottawa Agreement, in regard to the preferential
.articles, have been divided almost eéqually between India and the United
Kingdom. There is one factor with regard to that question which I think
it is very important to remember. It must be remembered that for a
period ranging almost up to eight months previous to our acceptance of
the Ottawa Agreement, we had begun to get the benefit of preferential
«duties in the United Kingdom on our exports. If you make allowance
for that, I think vou will find the figures will indicate that the advantages
are almost evenly divided. Now, that is one way of looking at, and I
shouid like to suggest another way of examining it. As far as our exports
‘to other countries are concerned, the preferential articles cover about 60
to 65 per cent. of our total exports to other countries. On the other
hand if you take the imports into this country from other countries, the
articles to which the Ottawa Agreement relates, cover also about 60 to 65
per cent. of the total trade, so that the proportion of preferential articles
in the export trade and the import trade is roughly, the same. That
apparently provided those who planned the Ottawa Agreement with a
rough basis for adjusting the different interests.

Dr. P. N. Banerjea: Are not circumstances different now ?

[At this stage, Mr. President (The Honourable Sir Abdur Rahim)
resumed the Chair.]

Dr. John Matthai: If you are going to consider this Agreement. in a
‘proper perspective, you ought really to look at it in relation to the circum-
-stances when the Agreement was planned and inaugurated. To try and
‘read the facts of three years hence into the minds of people who were trying
to organise this arrangement in 1932 is not fair criticism.

Mr. B. Das: All of them have left the Assembly except our Honour-
able friend, Seth Haji Abdoola Haroon!

-

Dr. John Matthai: There was another point which has been referred
to more than once in this House, and that is the vexed question of diver-
-gion.

Mr. M. A, Jinnah: Do I understand the Honourable Member to ask me
to judge this Agreement having regard to the time when it was arrived
-at, irrespective of the last three years?'

Dr. John Matthai: In view of my Honoursble friend’s question, I hope
the House will allow me to explain it a little further. I am trying at
present to prove whether, on the actual results achieved over a period of
three vears, a fair balance of interests has been secured. I started by
saying that on statistical evidence it would be almost impossible to
measure it with accuracy. But such indications as we have do show
that even with regard to the actual results of the working of the Agree-
ment for the period of three years, a fairly satisfactory balance has been
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secured between the interests of India and the United Kingdom; that is
to say, if you look at it with reference to the limited scope of this Agree-
ment. I was going to enforce that argument by a reference to the psycho-
logy of those who tried to plan this Agreement, as far as you could
understand it, in relation to the circumstances of 1932. I hope I have
satisfied my Honourable friend, Mr. Jinnah.

Mr. M. A. Jinnah: Not quite. My question was, what is the opinion
now of the Honourable Member about this Agreement, today?

Dr. John Matthai: My opinion is that, as far as trade in the articles
covered by the Ottawa Agreement is concerned, there is on the whole a
certain even balance of interests between India and the United Kingdom.
I do contest the proposition,—I think there is sufficient evidence for
definitely contesting the proposition,—that the United Xingdom has
benefited far more than we have by this arrangement.

—> Now, with regard to this question of diversion, a good deal has been
said about diversion. The point, as the House will realise, is this. If
we have increased our trade\to the United Kingdom in preferential
articles, and at the same tinfe there has been a decline in our trade in
preferential articles to other countries, then the inference is drawn that
what we havelgained in our trade to the United Kingdom is something
which we havé directly lost in relation to our trade to other countries.
What we have gained in our trade to the United Kingdom i§]simply a
diversion of the trade that used to prevail between this countr§ and other
countrics. Here, again, Sir, if 1 may say so, there is a good deal of
confusion of thought. There is\a dilemma which presents itself quite
frequently in the discussions of people who use this particular argument
of diversion. If you take the particular articles included in the Ottawa
Agreement, and you find our tradelin that article to the United Kingdom
has increased, and at the same time our trade in that article with foreign
,countries has also increased, then of course it is no diversion. But the
argument is]suggested at once that the real cause of the increase in the
trade is not preference but some other cause because, therg is an increase
of trade in preferential articles not merely with the United\Kingdom with
whom we have preferential arrangement but also with Gther countries.
Then, if there is an increase in our trade in that particular article to the
United Kingdom, but there .is a decline of jour trade in that article with
foreign countries, then you say it is diversion. If it is one way, it is
diversion; if it is the other way, it is a queston of preference not'being
effective. Personally, 1 think, the correct position to take in regard to
diversion is this. And there again I should like to go back te the circum-
stances of 1932. The House will remember that|there was no time during
the past five or six years when the outlook of trade was quite so uncertain
and quite so hopeless as it was in the early years of 1932. It seeme
almost inevitable in the early years of 1932 that there would be a declité
in world trade. The Ottawa Agreement was an arrangement intended
~to preserve, and, if possible, to increase, the trade between the constitu-
ent countries of the Empire in face of the general forces affecting world
trade in a downward direction. Inevitably, after a period of two or three
or four years, you would find that the trade of those countries, in respect
of which our trade was not sheltered by a preferential arrangement, had
- shown a decline. Now, I really think that this argument ot diversion has
very little substance in fact. Now that I am on this question, I should
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like to point out, apart from this general consideration, that there are
some very important articles included in the Ottawa Agreement in respect
of which the charge of diversion cannot stand. You take an article like
linseed. We have increased our trade to the United Kingdom, we have
also increased our trade with the other countries. Take a thing like
woollen carpets and rugs,—a very important article. We have increased
our trade with the United Kingdom, we have also increased our trade:
with other countries. Take another important article,—tanned skins.
The same thing holds; we have increased our trade both with the United
Kingdom and with the other countries.

Babu Baijnath Bajoria (Marwari Association: Indian Commerce): Has:
not the trade in linseed increased due to bad crop in the Argentine ?

Dr. John Matthai: The question of what has happened in respect of
individual crops is a big question which I hope some Honourable Members -
on these Benches will deal with later. I admit that the Argentine crop
has bsen one of the influences, but I do not admit that preference has
not been an influicnce. In fact, during this time, when various kinds of
influences have been at work in the field of international trade, you can-
not isolate one influence from the others and say that the result is due to
this particuler influence. The only sensible course to adopt is to take
the result as a joint product of various influences working in the same
direction.

There is another argument which was used in the course of the debate
as one that invalidates the case for the Ottawa Agreement,
snd that is that while it is true that our trade in preferential
articles to the United Kingdom has increased, our trade in non-preferen-
tial articles to the United Kingdom has increased at the same time. The:
suggestion, therefore, is that some other cause has been at work which
has been the really effective cause. If you examine generally the articles
which are included in the Ottawa Agreement, articles that is to say to
which these preferential tariff arrangements apply, and contrast them
with the articles which are outside the scope of the Agreement to which
the preferential tariffs do not apply, there is a certain broad
distinction which 1 personally consider to be valid. That distinction is
that the preferential tariff arrangements apply to commodities in regard
to which India’s competitive position is fairly weak. The articles which
are left outside the preferential tariffi arrangements are articles in regard
to which our competitive position is fairly strong. If you look at articles,
for example, like linseed, groundnut, mamufactured jute, tea, you - will
find almost in every case that India is up against very severe competi-
tion. Take the most important articles which are outside the scope of
the Agreement—I am speaking for the moment in the sense of the
articles to which preferential tariffs do not apply. Take raw cotton.and
raw jute. In regard to raw jute, it is fairly obvious that our position at
present is strong. With regard to raw cotton—the particular kind of
cotton that we export, our position is not so strong as in the case of
jute. But our position is stronger than in regard to those articles which
are included in the Ottawa Agreement. There is one fact that we have
got-to remember with regard to raw cotton, namely, that ‘although it is
true that it is outside the scope of the preferential tariff arrangements,
it is an article in regard to which we have, what I might call, a preference
by understanding; and that to some extent explains the increase in our

4 P.M,
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trade in non-preferential articles to the United Kingdom. I suggest,
therefore, that the fact that our trade in non-preferential articles to the
United Kingdom has increased during this period does not invalidate the
case for the Ottawa Agreement.

Now, I come to & fourth factor which has been referred to a good deal,
both on the floor of this House and in controversies outside the country,
and that is the question of our balance of trade. During the years that
the Ottawa Agreement has been working, it is suggested that our balance
of trade has seriously declined, and that decline is alleged to be a direct
result of the working of the Agreement. In the first place, I would like
to point out that it is not true that our balance of trade in 1934-85 has
declined as compared with the initial year of this period 1932-83. Our
balance of trade has increased.

Y
Dr. P. N. Banerjea: With regard to England ?

Dr. John Matthai: The point which has been raised over and over
again is that our total balance of trade has perceptibly declined during
the period during which the Ottawa Agreement has been in operation.
As the House well knows, the question of balance of trade has no parti-
cular significance as between one individual country and another indivi-
dual country. The question of the balance of trade is important as be-
tween one country and the whole of the rest of the world. Therefore, .

Mr. M. A. Jinnah: That is going too far.

Dr. John Matthai: . . . . what you have to do is to consider
the total balance of trade in India during this period. If you look at
the question from that point of view, it seems to me that on the figures
available there is no case for the suggestion that our balance of trade
has declined. But I would like, in this connection, to raise a very import-
ant general consideration. After all, when we speak of the balance of
trade, we are thinking not merely of quantities of trade, we are thinking
-also of the values of trade. The factor of price is a very important con-
sideration when you are thinking of the balance of trade—it is a matter
of.cash. If you take the period since the big depression started and make
allowance for the extent to which irrespective of any reduction in the
quantum of trade there has been a reducton in the prices of articles
entering into India, I venture to suggest that you would reach a money
figure not very different from the present figure of our balance of trade.
There are two factors: in the first place, there is the general fall in prices
which is very considerable.

Dr. P. N. Banerjea: In 1934-35?

Dr. John Matthai: No, as far as 1934-35 is concerned, as compared
with 1982-33. If you take those two years, the last year for which you
have complete figures and the initial year of the period of the Agreement,
you will find that there has been no decline. What I am trying to sug-
gest is, suppose there was a decline or suppose you wanted to extend the
field of your investigation over a longer period than that, then there is
this general consideration which is of vital importance. In the - first
place, there has been a substantial general fall in prices; on top of that,

D
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the fall in agricultural prices has been much greater than the fall in
industrial prices. All our exports, or the bulk of our exports, are agri-
cultural products. The fall in the prices of our exports has been much
greater than the fall in the prices of our imports. If you add that factor
to the factor of the general fall in prices, I think you will very nearly
explain the decline in our balance of trade.

Mr. President (The Honourable Sir Abdur Rashim): The Honourable
Member has already  taken more than half an hour.

Dr. John Matthai: I will finish in a few minutes, Sir. There is the
other question of trade restrictions. I do not propose to deal with it as
the Honourable the Commerce Member has already dealt with it.

)

There is just one point which I wish to make before I sit down. If
it is established that a prima facie case exists that the Ottawa Agreement,
considered with reference to the limited scope of the Agreement, has
met with a fair and reasonable measure of success, then I submit to the
House that there is no case for denunciation. In addition to that, I want
to suggest one or two facts. I have had a fairly long experience of the
working of tariffs in this country, and if there is one fact which has come
home to me more than another, it is that constant changes in tariff arrange-
ments can cause serious dislocation to the course ‘of trade. Now, sup-
pose you denounce this Agreement altogether (Interruptions from
Honourable Members),—an agreement which covers the greater part of
our external trade—the dislocation that would be caused to trade and
business would be fairly serious.

There is another point which probably is of greater importance. This
is after all a bilateral arrangement, between us and the United Kingdom.
A unilateral cancellation of an Agreement which is really a bilateral
Agreement is not a circumstance which will make for that kind of good-
wil] and mutual friendship which is of the essence of successful negotia-
tion in regard to trade agreements. My Honourable friend, the Leader
of the Opposition, this morning made great play with the fact that the
United Kingdom so far has not given notice of denunciation. The con-
clusion that he tried to draw from that circumstance was that the United
Kingdom realised that this Agreement benefited her more than it has
benefited us, that they have done themselves well out of it. I suggest
very respectfully that the real inference to be drawn from that fact is
this: that people at that end have a better idea of what is required of
business people under circumstances of this kind than, unfortunately,
we seem to have at this end. Now, as far as I have been able to stu&y
the reports of the working of the Ottawa Agreement, in various” parts of
the Empire, I cannot think of any country included in the Empire in
which there has not been expression of very comsiderable dissatisfaction,
but so far as I know—I am not in a position to judge what may happen
tomorrow—but so far as I know the position today is, we are the only
people who are speaking of formal denunciation. |

Mr. M. A. Jinnah: The other Agreements are fixed for a certain period.

Next year, they all expire. You cannot terminate when it is for five
years,
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Dr. John Matthai: The point seems to be this: over a period of three
years complete investigations have been carried on in several countries
which are participants in the Ottawa Agreement. The Honourable Mem-
ber will find that in most of these reports there are very definite conclu-
sions which have been reached: but whatever the conclusions are, and
however strongly the conclusions are framed, there has been no reference
to formal denunciation.

Mr. M. A. Jinnah: Yes, there is.

Dr. G. V. Deshmukh (Bombay City: Non-Muhammadan Urban):
What about Canada and the United States?

Mr. M. A Jinnah: I may inform the Honourable Member that very
recently, in the House of Commons, an answer was given by the Govern-
ment that the whole of the Ottawa Agreement will be reviewed very
soon.

Dr. John Matthai: Review is not denunciation.
Mr. M. A. Jinnah: You cannot review unless you terminafe.

Dr. John Matthai: The motion before the House is for the appoint-
ment of a Committee for precisely this purpose—to review the working
of the Ottawa Agreement. I do not want to detain the House. I have
already exceeded my time-limit. All that I want to say in conclusion
is this: that if there is any force in the proposition which I have tried
to place before the House that there is a prima facie case that the Ottawa
Agreement has met with reasonable success, then I am entitled to ask
the House to pause and think, and think a great deal before they take
the extreme step of rejecting it outright. (Applause.)

Mr. Abdul Matin Chaudhury (Assam: Muhammadan): Sir, I happen
to be one of those very few Members of this Assembly whe were present
when the Ottawa Agreement was accepted by this House. As I listened
to the speech of the Honourable the Commerce Member this morning.
I was reminded of the debate on the previous occasion. Today, Sir
Muhammad Zafrullah Khan, the Honourable the Commerce Member,
initiated the debate in a tone of subdued enthusiasm. But I well remem-
ber that on the previous occasion, Sir Joseph Bhore, Sir Shanmukham
Chetty and other supporters of the Agreement vied with one another
in painting in glowing colours the bright future that was awaiting India,
the enormous expansion in export and the increase in production that
will follow from the ratification of this Agreement . . . .

The Honourable Sir Muhammad Zafrullah Khan: That may be due to
a difference of temperament.

Mr. Abdul Matin Chaudhury: Today, the official reports tell a differ-
ent tale. Today the rosy picture has faded. We do not hear now so
nmiuch about the expansion of export as about the shrinkage of exports;
and the arguments on which the Ottawa Agreement was defended on
that cccasion were based mostly on conjectures and expectations. But
the experience of the last few years has shown that those expectations
have not been realised and those prophecies have not been fulfilled. Tn
the light of the experience of the past few years, it is time now that we

decided to terminate this Agreement..
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Honcurable Members have discussed this Agreement from different’
standpoints. Personally I would like to. take the line adopted by Sir
Joseph Bhore in his advocacy of the Agreement. Sir Joseph Bhore
selected some typical commodities and he argued how preference given
by the United Kingdom would benefit substantially the export trade in
those comraodities. I shall take some of them, one by one, and I shall
try to show how those expectations have proved entirely illusory. I will
take first the case of tex. Sir Joseph Bhore referred to this commodity
as our largest single itein of export to the United Kingdom, amounting,
in that particular year, -to the value of £20 millions or about Rs. 23
crores. In one of the very eloquent and moving passages in his speech,
Sir Joseph Bhore explained that unless preference was granted by the
United Kingdom, because of competition from Java and Ceylon, a large
portion—three-quarter million acres of tea land would have to be closed
down which would be little less than a disaster to the country. Sir
Shanmukham Chetty also emphasised the importance of this commodity
in any scheme of preference; and from the speech of these two -eminent
supporters of the Agreement, the House was led to believe . . . .

Mr. M. S. Aney: Misled!

Mr. Abdul Matin Chaudhury: My Honourable friend, Mr. Aney, says
~*misled’’—that the entire industry will be threatened with ruin unless
preference was granted by the United Kingdom to this commodity, tea.
Now, every one acquainted with the conditions of the tea industry—and
1 am sure my Honourable friend, Mr. Milligan, will agree with me—
knows. that the problem with which the tea industry is faced is not
competition from Java or Ceylon: in fact, if I am correct, I think Ceylon
has not ratified the Ottawa Agreement and the

The Honourable Sir Muhammad Zatrulldth Khan: Ceylon
preference of 2d. per pound along with Indian tea already.

Mr. Abdul Matin Chaudhury: My point is that both Ceylon and Java
tea have entered into the co-operative restriction scheme according to
which this competition has been entirely eliminated from those two
countries. Ard the problem with which the tea industry is faced today
is not the problem of competition from Java and Ceylon, but the problem
is how to find fresh markets, how to create a bigger demand, a bigger
market for the industry as a whole. All this talk about competition

enjoys the

is merely & clap-trap to catch votes in this Assembly. Sir, this is what
the Government Report itself says about the effect of preference on the
tea industry:

“The preference on tea was considered of great importance by the Indian delega-
tion, and by a majority of the Special Committee of the Legislative Assembly in 1932".—
Mark these words please—''The effects of the preference have * been completely
obscured by the introduction of the Tea Exports Restriction Scheme which came into
operation during 1933. The object of .the preference was clearly to increase or at
least to maintain the United Kingdom market for Indian tea by making competition
from Non-Empire producers more difficult.” The object of the Restriction Scheme

.as the name suggests, was to restrict the export of tea, by arrangement arrived at
by chief producing.countries, both export and extension of production of tea was
regulated. The tea industry, therefore, is now working almost entirely under regula-
tion. The result has been that the benefit of preference’’—I want the House to mark
these words again—‘‘the result' has been that the bemefit of preference in extending
the export market as well as in increasing production could not operate’’.
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Seth Haji Abdoola Haroon (Sind: Muhammadan Rural): What are
the guarantezs for this?

Mr. Abdul Matin Chaudhury: We are considering whether, during the
past three years, the tea industry has benefited because of this preference
to the extent that it was predicted, and I maintain that it hus not.

The Honourable Sir Muhammad Zafrullah Khan: You have obtained
a better price than you would have obtained. '

Mr. Abdul Matin Chaudhury: Is it hecause of prefereﬁce. Sir ?

-8ir Cowasji Jehangir (Bombay Citv: Non-Muhammadan Urban):
Compared with Tava tea, will you not admit that the Indian tea gets more ?

Mr. Abdul Matin Chaudhury: No, Sir. They have entered into an
agreement according to which they cannot export more than a certain
quantity . . . . .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member should not carry on conversations like that.

Mr. Abdul Matin Chaudhury: My point is that on tea, which represented
twenty million out of 44 million worth of preference goods, the effect of
prefererice has been entirely nil,

Now, B8ir, from tea I next come to coffee. The trade delegation that
was sent out to Ottawa said in their Report that the preference of 9s. 4d.
per cwt. given by the United Kingdom will lead to an increased consump-
tion of coffee in the United Kingdom, and my Honourable friend,
Dr. DeSouza, whose opinion is always listened to with respect and atten-
tion in this House, also corroborated that statement. But, Sir, before
two years had passed, Dr. DeSouza had to revise his opinion. And in the
Report of the Committee that was appointed to inquire into the working
of the Ottawa Agreement, in his minute of dissent, Dr. DeSouza has
pointed out that this preference has been of no benefit to India. Instead of
an increase, Sir, there has been a set-back in the trade in coffee. I will give
the House a few figures. In 1982, India exported to the United Kingdom
50,000 cwte. of coffee. In 1933, it fell to 45,000 cwts. and in 1935 it has
come down to 86,000 cwts. of coffee, which shows that there has been a fall
from 50,000 cwts. to 36,000 cwts. and that only corroborates the statement
of Dr. DeSouza that this Agreement has been of no benefit to India at
all.

Then another article, about which a great stress was laid during the
Assembly debate on the last occasion, was linseed. Sir Joseph Bhore
‘pointed out that in the year 1913-14, the acreage under cultivation of
linseed was in the neighbourhood of five million acres, and in the year
1931-82 it was about three million acres, and he said that; if, as 8 regult of
preference, one more million acres of land came under cultivation for
growing linseed and the cultivators made a profit at the rate of Rs. 10
per acre, one crore of rupees would come into the. pockets of the Indian
cultivator. That was the argument advanced by Sir Joseph Bhore. But,
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Sir, what has happened since? What has been the increase of linseed
cultivation during all these years? Here .are the figures: ’

Year. Acreage under cultivation,
1931-32 . . . . . . . . 3,309,000 acres,
1932-33 : . . . . . . . 3,200,000 .

1033-34 . . . . . . . . 3,267,000 ,,
19343 . . - . . . . . 3381022 ,

Sir, the increase of a million acres and the expectation of a crore of
rupees coming into the pockets of the Indian ryots, are still in the dream-
land, and none of the expectations have been fulfilled. These were the.
grounds on which we were asked to accept the Agreement, and I am just
going to show to the House that the expectations that were then held out
hsve not been realised.

Now, Sir, about the export of linseed, of course it is true that in the
year 1933-34, there was a considerable increase in the export of linseed to
the United Kingdom. It rose from 9,000 tons to 140,000 tons, but that
was due to the failure of the crop in Argentine. Even the Government
Report says that. What the position would have been had Argentine had
a good crop, it is difficult to say. Then again, this increase of export in
linseed was not peculiar to the United Kingdom alone. In that year
Netherlands, which in 1932-33 took only two hundred tons, in 1933-34 took
3,084 tons; Belgium which imported in the previous year 345 tons
increased it to 10,204 tons, and some of the unspecified countries
increased their import from 1,611 tons to 104,825 tons. 1 am quoting
these figures merely to show that this increase, in that particular year, in
the export to the Tnited Kingdom was not due to preference, because there
had been proportionately greater increase in export to the countries which
granted no preference, ! '

Another article of which a good deal was said ¢cn thav occasion was
vegetable oil. Both Sir Joseph Bhore and Bir Shanmukhamn Chetty in
their speeches specifically referred to this article, I mean linseed oil.
Sir Shanmukham Chetty said:

*“Here is a British market of £0 millions sterling, and with 15 per cent. pre-
ference, India ought to capture that market’.

Let us see how far we have succeeded in capturing that nine million
sterling market with the help of the 15 per cent. preference. Amcng the
vegetable oiis, the most important is the linseed oil. In the year 1982-33,
India exported 1,477 000 gallons to the United Kingdom, in 1934-35 it
decreased to 744,000 gallons, and the share of trade with the countries
granting preference decreased from 65 per cent. in 1932-33 to 41 per cent.
in 1934-35. Even the Assembly Committee, which included Sir Joseph
Bhore and Sir Frank Noyce a8 members, came to the conclusion that, so
far as vegetable oil was concerned, preference had been of no benefit to
India. Among the vegetable oils is also included castor oil. The same
Assembly Committee said that they could not definitely say whether there
had been any benefit to India. Same wus the case with cocoanut oil.

The Honourable Sir Frank Noyce (Member for Industries and Labour):
That shows the fairness with which we exsamined the question.
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Mr. Abdul Matin Chaudhury: I have never in my life doubted tha
fairness of Sir Frank Noyce. (Hear, hear.) I was talking about cocoanut
oil. As regards rape-seed oil, the share of the trade with the countries,
granting preference represented in 1932-38 45 per cent. of the total trade.
In 1954-35, it decreased to 21 per cent. That is how we are capturing the
nine million worth of British market of vegetable oil, with the aid of 15
per cent. preference! I am very glad to see Sir Bryce Burt here once
again. On the last occasion also he was brought here to explain to the
House the effect of the Ottawa Agreement on agriculturists in India. He
told a very credulous House that when the irrigated area in Sind and the
canal areas in the Punjab were fully developed, India would have an
exportable surplus of one million tons of wheat, and, with four annas
preference per maund, it would be in a position to compete with Australia
and with Canada. Now, I would just read out what the Government report
says with regard to wheat. We were told that we would be in a position
to compete with Canada and Australia with our surplus of one million tons
of wheat, with a four annas preference per maund of wheat. After three
years working of that Agreement, this is what the Government repcrt says
with regard to wheat:

“Preference has been of little value to India, owing to her special whcat position.
The Crop Planning Conference in 1934 came to the conclusion that India would not
be in a position to export any appreciable quantity of wheat during the next few
years. In the circumstances, the value of preference is entirely problematic’’.

Mr. President (The Honourable Sir Abdur Rahim): The Honourabls
Member has two minutes more.

Mr. Abdul Matin Chaudhury: 1 have dealt with some of the commo-
dities to which specific reference wus made by the supporters of the
Agreement, and I have tried to show that in most of the cases expectation
has not been realised, and that the prophecies have not been fulfilled. Tt
is quite true that in the case of certain commodities which enjoy prefer-
ence in the United Kingdom—in the export of those commodities there
has been an increase, but it is equally frue, a fact to which Dr. Matthai
referred but did not explain, that the export of articles not enjoying
preference have increased in far greater proportion. But, apart from that,
the most serious aspect of the question is that the articles on which
preference has been granted to the United Kingdom show alarming decline
in our trade with other countries. In the year 1930-31 we exported to
foreign countries commodities, which enjoy preference in the United King-
dom, to the extent of 105 crores, next year it came down to 77 crores, next
year to 65 crores, next year to 62 crores, and in the present year it has come
down to 57 crores. This may or may not be due to the reaction of Ottawa.
But other countries can hardly be expected to take our goods when we go
out of our way to discriminate against them. This brings me, Sir, to the
question of our trade relations with the other countries. As a result of
this Ottawa Agreement, and the preference granted by India to the United
Kingdom, England has been able to increase its hold on the Indian market,
and to the extent that England bas been able to increase its hold, the
business of foreign competitors has suffered contraction. If we diminish
‘our purchases from these foreign countries, they will naturally purchase
from those countries which not only sell to them but buy from them in
return. If we are to carry on our trade with these countries, it must be,
to a large extent, in exchange for goods bought from them. The
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United States of America, France, Germany, Japan, were amongst our
+best customers and the aggregate value of our trade with them was greater
than that of our trade with the United Kingdom.

The Honourable Sir Muhammad Zafrullah Khan: Which countries ?

Mr. Abdul Matin Chaudhury: With the United States of America,
Germany, Japan—all foreign countries. Most of these countries have
imposed restrictions on trade with India. This, again, I say, may nof he
due to the Ottawa Agreement, but still my point is, that we are not in a
position, having ‘given all the preference to the United Kingdom—we' are
not in a position to bargain with those countries.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member’s time is up.

Mr. Abdul Matin Ohaudhury: On these grounds, I support the amend-
ment moved by my Honourable friend, Mr. Jinnah.

Seth Haji Abdoola Haroon: Sir, I have been hearing from this morning
different speeches from different sides. I do not know what are the dih-
culties which this side of the House feels in appointing a Committee to go
through and examine all the figures which have been produced, not only by
the Government, but by different mercantile associations in-the country.
At present, everybody is giving his opinion in his own way. I cannot
understand the attitude of the Opposition in refusing to sit across the table
and discussing all aspects of the Ottawa Pact. I know there were many
Members aguinst the Pact at the time it was entered into. My friend,
Dr. Ziauddin Ahmad, was also against it. Sir Hari Singh Gour and many
others were against the Ottawa Pact. My friend, Mr. B. Das, was also
against it.

Mr. B. Das: I am still against it.

Seth Haji Abdoola Haroon: You may be, but 1 am talking of other
people also. At that time, we met in committee and asked great econo-
mists and mercantile representatives as well as big people to come and give
their views before the Committee, and those representatives came. The
Committee sat for not less than 15 days continuously, and, on account of
that meeting, the Committee brought this report which was passed by the
House with a thumping majority. 1f you take out the Government Mem-
bers, you will find that there was also a large number of elected Members.

An Honourable Member: How mary of them were re-elected ?

Seth Haji Abdoola Haroon: 1f you go and look at the proceedings, you
will see that the Pact was approved of and passed by a large majority of
elected Members. I do not want to go into each and every item like my
friend, Mr. Abdul Matin Chaudhury. Of course, my friend, Seth Govind
Das, said that some people were defeated, but fortunately I have not been
s0, because I have done services to my province and also the Punjab by

_giving preference to their articles in foreign countries.
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T shall now take the figures supplied, not by Government, but by the
“Committee of the Federation of Indian Chambers. They are opposing the
“Ottawa Pact. I am referring to pages 8 and 9 of the Federation report. In

Table No. I, they show the total imports excluding Treasury and some
-other things. I do not want to go into every figure, because I have very
limited time. You will find that the imports into India in 1929-30 from
Empire countries were 124 crores, whereas, in 1934-85, these were 65 crores.
As regards the foreign countries, the imports at that time were 116 crores,
whereas, today, these are 56 crores and, if you go to the percentage on Tuble
II, you will find that the imports have not been reduced in any wag. At that
time, the import was 48 per cent. whereas, today, it is 50.2, and, then, if
you look at the export, on pages 12 and 13, you will find the same thing.
"The export to the United Kingdom has been increased from 42 crores to 47,
whereas the export to fcreign countries at that time was 37 crores, and,
in 1934-35, it is 82 crores. If ycu lock to the export trade, you will find
there is a decrease of five crores. To blame the Ottawa Pact is not, there-
fore, correct. You will find that a long list has been supplied by the
‘Government. Different countries have restricted the import of certain
.commodities i their own countries, on account of exchange or monetary
-difficulties. Now, if you look to linseed, you will find . . . .

Mr. Lalchand Navalrai (Sind: Non-Muhammadan Rural): Why don't
you talk of wheat?

Seth Haji Abdoola Haroon: You, Sind people, cannot produce it as
<cheaply as Australia. You are very lazy. You are not producing cheap
‘wheat. Take the export of linseed. My friend just now complained that
linseed has not been benefited. I am not going to accept his argument.
Even with the 15 per cent. preference, if you cannot export linseed to Eng-
land, then how can you export it without preference ?

An Honourable Member: What about rebate ?

Seth Haji Abdoola Haroon: I don't think this sort of argument can
stand in these days. I know manv Members feel this, but they do not
‘want to say ¢o honestly and eclearly. This morning, the Leader of the
-Opposition brought a Resolution to terminate this Agreement, and he said
that all the commercial bodies are against the Ottawa Pact. Sir, T re-
. member that when I left Tndia in 1932, the time was rather critical as
. the country was very much perturbed on account of Mahatma Gandhi’s
arrest. At that time, we asked the commercial bodies to come forward
and place their views before us, but, as we all know, they non-co-operated,
and they did not come forward to tender the necessary evidence. Every
ene of these commercial hodies at that time non-co-operated openly with
the Government and with the Assembly, and they did not even send
their representative to represent them even on the Assembly. 8o, 8ir.
this attitude of the commerecial bodies is well-known to every ome, and if
_tcday they are opposing the Ottawa Pact, well, they must ~ppose it to the
Iast. '

Mr. T. S. Avinashilingam Chettiar (Salem ana Coimbatore cum Norta
* Arcot: Non-Muhammadan Rural): You mean all the commercial bodies ?

Seth Haji Abdoola Haroon: Each and every commercial body non-co-
operated at that time.
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Mr. T. S. Avinashilingam Chettiar: So you were the only man who co-
operated ?

Pandit Krishna Kant Malaviya (Benares and Gorakhpur Divisions: Non-
Muhammadan Rural): Why did you give preferences to British manufac-
tures ?

Seth Haji Abdoola Haroon: I am very glad to give my reply to that. I
tell you, you are not considering the business way of this Agreement; you
are considering it along political lines (Hear, hear); you are not consider-
ing this Agreement along business lines. If you were a business man . . .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member had better address the Chair.

Seth Haji Abdoola Haroon: If you, want to consider these things from
the business point of view, I assure you, that all your representatives, when
they sit together along with business men, will understand the true state of
affuirs, and then they cannot oppcse it. You are today opposing a
Committee so as not to sit face to face with the business men and the
officials. Sir, in my opinion, if we reject this Agreement, of course they
might have one more victory over the Government, but that would be a
very costly victory so far as the country is concbitied. (Hear, hear.) Sir,
vou will be disturbing the whole trade of the country, if you reject it.
Don’t you think that it is advisable to appoint a Committee so that you
may have a candid report and so that you may decide upon the matter
next September in Simla? What would you lose thereby? Only a period
of six months,—and for that period of six months, you cannot be losing all
the weaith of India. (Voices of “Oh. oh’’!) What is the use of your saying
““Oh, oh’’; you are free to say what you like, I do not mind that, but,
‘remember, you are playing with the trade of India, and especially in these
days when the business men and business generally are verv much uaffected
by even smail things. “If you decide this way, then you will be doing a.
distinct disservice to your country.

Sir, you know very well that at present India is exporting to the
United Kingdom preferential articles to the value of about Rs. 41 crores,
and many of these articles enjoy a preference of ten to fifteen per cent.
Now, if this preference is taken away by the United Kingdom, what will
be the automatic effect of their tariff in respect <f the Indian goods? What
will be the effect on the Indian trade? And if you still persist in refusing
to consider this Agreement, I think you will be doing a great injustice to
the other Members who want to consider this whole matter in committee.
Unfortunately, the Government, when placing these figures, did not give
expression to sny opinion of their own; otherwise, the situation might have
been quite different. Of course, many Honourable Members have said
that, on account of this Agreement, the Indian export trade has lost to
other countries, but I could not at all understand, in what way. 1 have
shown you just now that only five crores rupees worth of goods is exported,
but that is not on account of the Ottawa Agreement. Nobody could pro-
duce any documentary evidence to show that any Government, cr account
solely of the Ottawa Pact, restricted our export to their countries. Of
course, they have 1mposed restrictions on account of their own difficulties
in their own country in the matter of exchange, and so on, but no Govern-

ment has imposed festrictions on our export trade solely on aceount of the
Ottawa Pact. Sir, . . . .
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Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member has only two minutes more.

Seth Haji Abdoola Haroon: Sir, I would again request the House to
consider these points and not to piay ‘‘politically’’ with Indian trade which
concerns the very well-being of the masses of this country. If they do,
then it is India alone that will suffer and suffer very heavily. On the other
hand, if you appoint a Committee, you may formulate and - place your
views before the Government and the House and say—Well, on account
of this and that, in this direction and that, the preferences are small, or
that in some ways your export trade is suffering. If you simply pass a
vote of denunciation, that would not be fair to yourself or to the House.
With these few remarks, Sir. I support the motion for appointing a
Committee. (Applause.)

STATEMENT OF BUSINESS.

The Honourable Sir Nripendra Sircar (Leader of the Housej: Sir, may
I have your permission to make a statement. Parties were given to under-
stand that if they wanted, they could have half day on Saturday for dis-
cussion of the report of this House on the Hammond Committee’s Report.
T understand from the Leaders of Parties that they are quite agreeable to
meet on Saturday, and, if this meets with their wishes, I should like to ask
for your direction that there may be a meeting of this House on Saturday.

Mr. President (The Honourable Sir Abdur Rahim): That was the ori-
ginal arrangement, as has been mentioned by the Leader of the House,
and there will be a m2eting of the Assembly. therefore, on Saturday at the
usual hour; and it will be understood that the debate on this report will
be concluded by 1-15.

Mr. M. S. Aney (Berar Representative): There will be no questions 7

Mr. President (The Honourable Sir Abdur Rzhim): There will be no
other business.

Pandit Govind Ballabh Pant (Rohilkund and Kumaon Divisions: Non-
Muhammadan Rural): T understand that the debate may not be concluded
before 2-30, and perhaps you will allow it to' continue tili then.

Mr. President (The Honourable Sir Abdur Rahim): If the debate exceeds
the ordinary time by a few minutes, 1 shail not object. There will be no
questions tomorrow and I shall also dispense with questions thexdav after
and on Monday. .

" The Assembly then adjourned till Eleven of the Clock on Friday, the
27th March, 1936.
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